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Apr.  23,  1979. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  Ullman,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

together  with 
ADDITIONAL  AND  SUPPLEMENTAL  VIEWS 
[To  accompany  H.R.  3236] 

[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.R,  3236)  to  amend  title  II  of  the  Social  Security  Act  to  provide 
better  work  incentives  and  improved  accountability  in  the  disability 
insurance  program,  and  for  other  purposes,  having  considered  the 
same,  report  favorably  thereon  with  amendments  and  recommend 
that  the  bill  as  amended  do  pass. 

The  amendments  (stated  in  terms  of  the  page  and  line  numbers  of 
the  introduced  bill)  are  as  follows : 

Page  2,  line  14.  after  "subsection''  insert  "other  than  paragraphs 
(3)  (A),  (3)  (C).  and  (5)". 

Page  3,  after  line  18,  insert  the  following  new  paragraph : 

(4)  Section  215  (i)  (2)  (D)  of  such  Act  is  amended  by  add- 
ing at  the  end  thereof  the  following  new  sentence  :  "Notwith- 
standing the  preceding  sentence,  such  revision  of  maximum 
family  benefits  shall  be  subject  to  paragraph  (6)  of  section 
203(a)  (as  added  by  section  2(a)  (3)  of  the  Disability  Insur- 
ance/Amendments  of  1979).". 

Page  4,  line  10,  strike  out  "or  who  has  died". 

Page  4,  line  11,  insert  "or  who  has  died,"  after  "subparagraph),". 
Page  4,  line  20,  strike  out  "death  or". 

Page  4,  lines  22  and  23,  strike  out  "he  dies,  attains  such  age,  or"  and 
insert  in  lieu  thereof  "he  attains  such  age  or". 
Page  9,  line  15,  strike  out  the  comma. 

Page  18,  line  10,  strike  out  "30  percent"  and  insert  in  lieu  thereof 
"15  percent". 
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Page  18,  line  12,  strike  out  "60  percent"  and  insert  in  lieu  thereof 
"35  percent". 

Page  18,  line  14,  strike  out  "80  percent"  and  insert  in  lieu  thereof 
"65  percent". 

Page  20,  after  line  8,  insert  the  following  new  subsection : 

(h)  The  Secretary  of  Health,  Education,  and  Welfare  shall 
submit  to  the  Committee  on  Ways  and  Means  of  the  House  of 
Representatives  and  to  the  Committee  on  Finance  of  the  Sen- 
ate by  January  1,  1980,  a  detailed  plan  on  how  he  expects  to 
assume  the  functions  and  operations  of  a  State  disability  de- 
termination unit  when  this  becomes  necessary  under  the 
amendments  made  by  this  section.  Such  plan  should  assume 
the  uninterrupted  operation  of  the  disability  determination 
function  and  the  utilization  of  the  best  qualified  personnel  to 
carry  out  such  function.  If  any  amendment  of  Federal  law 
or  regulation  is  required  to  carry  out  such  plan,  recommenda- 
tions for  such  amendment  should  be  included  in  the  plan  for 
action  by  such  committees,  or  for  submittal  by  such  commit- 
tees with  appropriate  recommendations  to  the  committees 
having  jurisdiction  over  the  Federal  civil  service  and  retire- 
ment laws. 

Page  20,  strike  out  the  sentence  beginning  on  line  18. 

I.  Summary  of  Principal  Provisions 

The  bill  (H.R.  3236),  as  amended  by  your  committee,  would  (a) 
curb  excessive  benefits  that  in  some  instances  may  exceed  the  predisa- 
bility  earnings  on  which  the  benefits  are  based,  (b)  provide  more 
incentives  for  disabled  people  to  return  to  work,  (c)  improve  account- 
ability in  the  disability  insurance  program,  and  (d)  make  other  im- 
portant changes  in  the  disability  program. 

LIMITATION  ON  TOTAL  FAMILY  BENEFITS 

In  the  case  of  disabled  workers  who  become  entitled  to  a  disability 
insurance  benefit  in  the  future,  a  limit  would  be  established  on  the 
maximum  amount  of  total  benefits  that  may  be  paid  to  workers  and 
their  dependents.  The  limit  would  be  80  percent  of  a  worker's  average 
indexed  monthly  earnings  (AIME)  or  150  percent  of  primary  insur- 
ance amount  (PIA),  whichever  is  lower  (but  with  a  minimum  guar- 
antee of  100  percent  of  the  PIA) . 

VARIABLE  DROP-OUT  YEARS  FOR  YOUNGER  DISABLED  WORKERS 

The  number  of  years  of  low  or  no  earnings  that  can  be  dropped  in 
computing  a  disabled  worker's  benefits  who  becomes  entitled  in  the 


future  would  vary  by  the  age  of  the  worker,  according  to  the  following 
schedule : 

Worker's  age  :  Number  of  dropout  years 

Under  27.   0 

27  through  31   1 

32  through  36   2 

37  through  41   3 

42  through  46   4 

47  and  over   5 


The  provision  would  also  credit  1  dropout  year  for  each  year  in 
which  the  worker  provides  principal  care  of  a  child  under  age  6.  In  no 
case  could  the  number  of  dropout  years  exceed  5. 


WORK  INCENTIVES 


To  stimulate  more  disabled  beneficiaries  to  return  to  work  despite 
their  impairments,  your  committee's  bill  would: 

(a)  Provide  that  the  same  trial  work  period  applicable  to  dis- 
abled workers  would  be  provided  to  disabled  widow  (er)s; 

(b)  Deduct  extraordinary  impairment-related  work  expenses, 
attendant  care  costs,  and  the  cost  of  medical  devices  and  equip- 
ment from  his  earnings  for  purposes  of  determining  if  a  dis- 
abled person  were  engaging  in  substantial  gainful  activity 
(SGA)  ; 

(c)  Extend  the  present  9-month  trial  work  period  to  24  months. 
In  the  last  15  months  of  the  24-month  period,  the  individual  would 
not  receive  benefits  if  he  earned  over  the  SGA  amount,  but  would 
retain  his  eligibility  for  benefits  if  he  finds  he  must  return  to  the 
the  disability  rolls. 

(d)  Extend  Medicare  coverage  for  an  additional  36  months  to 
disabled  beneficiaries  who  return  to  substantial  gainful  work :  and 

(e)  Eliminate  the  second  24-month  Medicare  waiting  period 
where  a  person  again  becomes  disabled  and  entitled  to  benefits. 


DISABILITY  DETERMINATIONS  AND  REVIEW  OF  STATE  AGENCY  ALLOWANCES 


Authority  would  be  granted  to  the  Secretary  to  establish,  through 
regulations,  procedures  and  performance  standards  for  the  States 
to  follow  in  the  disability  determination  process.  States  would  be 
given  the  option  of  (1)  continuing  to  administer  the  program  in 
compliance  with  these  regulations,  or  (2)  turning  over  administration 
to  the  Federal  Government. 

Also,  the  Secretary  would  be  required  to  review  State  agency  deter- 
minations before  the  payment  of  benefits  and  must  review  the  follow- 
ing percentages  of  allowances :  at  least  15  percent  in  fiscal  year  1980 ; 
at  least  35  percent  in  fiscal  year  1981 ;  and  at  least  65  percent  in  fiscal 
year  1982  and  thereafter. 


REHABILITATION  EXPENDITURES 


Your  committee's  bill  replaces  the  current  Beneficiary  Rehabilitation 
Program  with  a  program  of  disability  trust  fund  reimbursements  for 
vocational  rehabilitations  which  meet  performance  standards  based  on 
return  to  the  labor  market.  A  State  could  receive  twice  the  State's 
share  of  the  cost  of  rehabilitation  services  if  those  services  result  in 
the  disabled  beneficiary  engaging  in  substantial  gainful  activity  or 
employment  in  a  sheltered  workshop  for  12  continuous  months.  Also, 
monthly  benefits  would  continue  to  be  paid  to  people  who  have  medi- 
cally recovered  if  they  are  still  in  an  approved  vocational  rehabilita- 
tion program,  if  the  Social  Security  Administration  determines  that 
continuing  in  such  a  program  will  increase  the  probability  of  the  per- 
son going  off  the  benefit  rolls  permanently. 
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PERIODIC  REVIEW  OF  DISABILITY  DETERMINATIONS 

Each  beneficiary  on  the  rolls,  unless  a  finding  has  been  made  that  his 
disability  is  permanent,  would  be  reviewed  at  least  once  every  3  years. 

PAYMENT  FOR  EXISTING  MEDICAL  EVIDENCE 

The  social  security  trust  funds  would  reimburse  non-Federal  insti- 
tutions and  physicians  for  medical  evidence  of  record  that  they  sub- 
mitted to  support  claims  for  disability  benefits. 

DETAILED  DECISION  NOTICES 

Notices  to  claimants  for  benefits  would  provide  a  brief  statement  of 
the  pertinent  law  and  regulations,  a  concise  summary  of  the  evidence 
and  reason  for  the  decision. 

PAYMENT  FOR  CERTAIN  TRAVEL  EXPENSES 

The  social  security  trust  funds  would  pay  for  reasonable  costs  of 
travel  for  claimants  to  obtain  required  medical  examinations,  and  for 
claimants  and  their  witnesses  and  representatives  to  reconsideration 
interviews  and  hearings.  Previously,  these  amounts  have  been  au- 
thorized under  annual  appropriations  acts. 

II.  Purposes  and  Scope:  General  Discussion 

a.  work  incentives 

Family  Benefit  Limit  {section  2). — Recent  actuarial  studies  in  both 
the  public  and  private  sector  have  indicated  that  high  replacement 
rates  (the  ratio  of  benefits  to  previous  earnings)  have  constituted  a 
major  disincentive  to  disabled  people  in  attempting  rehabilitation  or 
generally  returning  to  the  work  force.  A  recent  analysis  by  the  Social 
Security  Administration  actuaries  has  indicated: 

The  average  replacement  ratio  of  newly  entitled  disabled 
workers  with  median  earnings  and  who  have  qualifying  de- 
pendents increased  from  about  60  percent  in  1967  to  over  90 
percent  in  1976,  an  increase  of  about  50  percent.  During  this 
time  the  gross  recovery  rate  decreased  to  only  one-half  of 
what  it  was  in  1967.  High  benefits  are  a  formidable  incentive 
to  maintain  beneficiary  status  especially  when  the  value  of 
medicare  and  other  benefits  are  considered.  We  believe  that 
the  incentive  to  return  to  permanent  self-supporting  work 
provided  by  the  trial  work  period  provision  has  been  largely 
negated  by  the  prospect  of  losing  the  high  benefits.  ("Ex- 
perience of  Disabled- Workers  Benefits  Under  OASDI,  1972- 
76,"  actuarial  study  No.  75,  June  1978.) 

John  H.  Miller,  probably  the  most  knowledgeable  disability  actuary 
in  the  private  sector,  points  to  the  role  of  high  replacement  rates  in 
recent  adverse  social  security  disability  experience  : 

The  evidence  is  clear  that  liberal  disability  benefits  induce 
both  an  increase  in  the  number  of  cases  approved  and  the 
prolongation  of  disability.  From  a  social  and  humanistic 
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point  of  view,  we  are  presented  with  a  dilemma,  namely,  how 
we  can  provide  adequate  benefits  to  those  unfortunate  indi- 
viduals who  become  and  remain  truly  disabled,  without  re- 
moving or  greatly  reducing  the  incentive  to  overcome  the 
disability. 

Secretary  Califano  testified  before  the  Social  Security  Subcommit- 
tee in  February  of  this  year : 

Benefits  in  approximately  6  percent  of  all  cases  actually 
exceed  the  disabled  person's  previous  net  earnings;  and  ap- 
proximately 16  percent  of  beneficiaries  receive  benefits  that 
are  more  than  80  percent  of  their  average  predisability  net 
earnings. 

The  primary  mechanism  in  your  committee's  bill  to  provide  re- 
placement rates  which  better  support  incentives  to  work  is  the  limita- 
tion on  family  benefits.  When  it  is  combined  with  the  other  work 
incentive  aspects  of  the  bill  it  is  hoped  that  beneficiary  motivation  will 
be  more  positive  towards  vocational  rehabilitation  and  return  to  the 
labor  market. 

A  number  of  elements  underlie  the  philosophy  of  the  committee's 
limitation : 

(1)  It  is  designed  primarily  to  strengthen  work  incentives  for  dis- 
abled beneficiaries. 

(2)  It  is  temporary  and  a  transition  in  the  sense  that  when  the 
social  security  benefit  structure  and  formula  are  examined  later  in  this 
Congress  in  a  comprehensive  way,  other  approaches  might  be  found 
preferable  for  the  long  term,  such  as  a  separate  disability  benefit 
formula,  a  revised  family  maximum  for  all  or  individual  programs 
(disability,  retirement,  survivors),  non-wage-related  dependents' 
benefits,  or  taxing  disability  benefits. 

(3)  Although  it  assumes  that  a  few  more  families  would  have  to 
supplement  their  benefits  through  AFDC  than  do  families  under  social 
security  disability  at  the  present  time,  the  proposal  is  not  designed  to 
take  "welfare"  out  of  social  security. 

Section  2  of  the  committee  bill  would  limit  total  DI  family  benefits 
to  an  amount  equal  to  the  smaller  of  80  percent  of  a  worker's  average 
indexed  monthly  earnings  (AIME)  or  150  percent  of  the  worker's 
primary  benefit  (PIA).  The  AIME  limitation  is  designed  to  affect 
wage  earners  at  lower  earnings  levels  while  the  150  percent  of  PIA 
limitation  will  generally  affect  average  and  high  wage  earners.  No 
family  benefit  would  be  reduced  below  100  percent  of  the  worker's 
primary  benefit.  The  limitation  would  be  effective  only  for  entitle- 
ments on  or  after  January  1,  1980,  based  on  disabilities  that  began 
after  calendar  year  1978. 

In  determining  a  reasonable  limit  on  benefits  for  disabled-worker 
families,  the  committee  gave  consideration  to  the  experience  of  pri- 
vate insurers.  Private  insurers  generally  limit  benefits  to  no  more  than 
two-thirds  of  predisability  gross  earnings  to  avoid  providing  benefits 
so  high  that  people  are  as  well  of,  or  better  off,  financially  after  they 
begin  receiving  the  disability  payments  than  when  they  were  working. 
Your  committee  decided  that  the  limit  under  social  security  should 
exceed  that  of  private  insurers  because  of  it  is  the  primary  benefit  base 
for  the  American  worker  and  often  is  the  only  source  of  income  for 
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families  of  workers  who  have  the  lowest  earnings.  Your  committee 
believes  that,  on  balance,  80  percent  of  AIME  would  provide  a  reason- 
able ceiling  on  family  benefits. 

For  workers  at  higher  wage  levels,  social  security  benefits  should 
replace  less  than  80  percent  of  AIME.  At  higher  wage  levels,  concern 
for  benefit- adequacy  is  less,  the  likelihood  of  private  supplementation 
is  greater,  and  the  discrepancy  between  gross  earnings  (upon  which 
social  security  benefits  are  based)  and  predisability  disposable  earn- 
ings is  greater  than  in  the  case  of  the  lower  paid  worker.  In  recogni- 
tion of  these  factors,  your  committee  has  adopted  a  provision  which 
also  limits  family  benefit  to  150  percent  of  the  worker's  primary  in- 
surance amount.  This  provision  will  produce  family  benefits  that  are 
less  than  80  percent  of  AIME  for  the  families  affected,  with  the  per- 
centage declining  to  about  50  percent  of  AIME  at  the  highest  earnings 
levels. 

Social  security  benefits  are  based  on  gross  earnings,  not  earnings 
net  of  Federal  and  State  taxes  and  work-related  expenses.  Because 
such  taxes  and  expenses  vary  widely  depending  on  the  worker's  resi- 
dence, the  size  of  the  worker's  family,  and  the  nature  of  the  work,  any 
approximation  in  terms  of  gross  earnings  will  have  different  effects 
in  individual  situations.  However,  calculations  using  various  hypo- 
thetical cases  suggest  that  the  combination  of  80  percent  of  AIME 
and  150  percent  of  PIA,  whichever  is  lower,  produces  what  seems  to 
be  a  reasonable  wage  replacement  pattern  at  various  earnings  levels, 
a  reasonable  return  for  the  higher  paid  worker,  and  a  reasonable  rela- 
tionship between  pre-  and  post-disability  disposable  income.  Any  more 
stringent  limitation  would  necessarily  affect  many  beneficiaries  who  do 
not  have  other  major  sources  of  income,  and  whose  benefits  may  already 
be  relatively  low. 

The  limit  on  benefits  would  affect  only  30  percent  of  newly  entitled 
disabled  workers.  Seventy  percent  of  people  coming  on  the  rolls  do 
not  have  eligible  dependents  and,  thus,  would  not  be  affected  by  a 
cap  on  family  benefits.  It  is  estimated  that  123,000  disabled-worker 
families  would  be  affected  by  the  cap  in  the  first  year. 

A  number  of  other  interrelated  provisions  in  the  Committee  bill 
are  designed  to  eliminate  work  disincentives. 

Reduced  Dropout  Years  {sections) . — To  reduce  the  disparity  in  dis- 
ability benefits  between  young  and  older  disabled  workers,  section  3  of 
the  bill  would  vary  the  number  of  dropout  years  by  age  for  disability 
entitlements  after  1979.  Workers  of  all  ages  are  allowed  to  exclude 
5  years  of  low  earnings  in  the  averaging  period  for  benefit  purposes. 
For  a  worker  age  50  or  over  this  exclusion  reprresents  only  18  percent 
of  his  or  her  earnings  history  ( 5  years  out  of  28 ) .  It  represents,  how- 
ever, a  71  percent  exclusion  for  a  29-year-old  (5  years  out  of  7). 
Under  your  committee  bill,  there  would  be  no  dropout  years  allowed 
for  workers  under  age  27  and  the  number  of  dropped  years  would 
gradually  rise  to  5  dropout  years  (as  under  existing  law)  for  work- 
ers age  47  and  over.  However,  if  a  worker  provided  principal  care 
for  a  child  under  age  6  for  more  than  6  months  in  any  calendar 
year  that  was  a  year  of  low  earnings,  that  year  could  also  be  dropped 
up  to  a  combined  total  of  5  dropout  years.  This  latter  provision  would 
not  be  effective  until  January,  1981.  During  the  year  before  this  provi- 
sion is  due  to  take  effect,  the  Social  Security  Administration  should 
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study  the  administrative  feasibility  of  the  provision  and  make  a  report 
to  the  Committee  on  Ways  and  Means  on  how  the  provision  would 
be  implemented,  with  recommendations  for  any  necessary  changes  in 
the  statute.  This  report  should  be  submitted  no  later  than  January  1, 
1980. 

Substantial  Gainful  Activity  (SGA)  (sections  4-  ai%d  5). — A 
number  of  witnesses  testifying  before  the  Subcommittee  on  Social 
Security  recommended  substantial  increases  in  the  amount  of  monthly 
earnings  which  determines  the  ability  to  engage  in  substantial  gainful 
activity.  SGA  is  an  integral  part  of  the  definition  of  disability  which 
governs  not  only  whether  an  individual  is  terminated  from  the  rolls  be- 
cause he  has  demonstrated  the  ability  to  return  to  work,  but  also  deter- 
mines the  basic  eligibility  for  severely  impaired  persons  who  are  not 
on  the  rolls  but  are  working  to  a  substantial  degree.  The  result  of  any 
major  change  in  the  concept  of  SGA  is  not  verifiable  by  any  substantial 
body  of  knowledge.  Thus,  authority  to  waive  benefit  requirements  of 
title  II  and  title  XVIII  would  be  authorized  under  section  4  so  that 
demonstration  projects  could  be  carried  out  to  ascertain  alternative 
methods  of  treating  work  activity  to  stimulate  a  return  to  gainful  em- 
ployment by  disability  beneficiaries.  It  is  not  the  intent  of  your  com- 
mittee that  participants  in  such  projects  would  be  disadvantaged  in 
contrast  to  existing  law.  Research  findings  in  this  area  are  urgently 
needed  for  enlightened  policy  determinations  in  dealing  with  SGA  and 
related  problems. 

To  further  stimulate  work  efforts  for  severely  disabled  individuals, 
section  5  of  your  committee's  bill  would  permit  deduction  of  extraordi- 
nary impairment-related  work  expenses,  attendant  care  costs,  and  the 
cost  of  medical  devices,  equipment,  and  drugs  and  services  (necessary 
control  an  impairment)  from  a  disabled  beneficiary's  earnings  for  pur- 
poses of  determining  if  he  engaged  in  substantial  gainful  activity. 
Examples  of  drugs  and  services  necessary  to  control  an  impairment 
would  be  the  anti-convulsant  drugs  and  services  to  control  epilepsy, 
anti-convulsant  blood  level  monitoring,  EEG  and  brain  scan.  etc. 
This  provision  would  reduce  the  disincentive  to  work  of  many  disabled 
beneficiaries  who  are  motivated  to  work  but  have  high  impairment- 
related  work  and  other  expenses. 

Trial  Work  and  Medicare  Extension  (sections  6  and  7). — The 
provisions  on  trial  work  and  the  amendments  to  medicare  which 
complement  them  were  included  in  the  subcommittee's  bill  of  last 
session  and  adopted  by  the  administration  in  its  recommendation  this 
session.  Moreover,  the  Advisory  Council  on  Social  Security  which  will 
report  in  the  fall  has  fully  supported  the  trial  work  amendments  in  its 
tentative  recommendations  submitted  to  the  subcommittee  and  full 
committee  for  consideration  in  the  disability  insurance  legislation. 

Section  6  of  your  committee  bill  in  effect  extends  the  present  9- 
month  trial  work  period  to  24  months.  In  the  last  12  months  of  the  24- 
month  period,  the  individual  would  not  receive  cash  benefits  unless  he 
finds  he  must  return  to  the  disability  rolls. 

Your  committee  thinks  the  present  9-month  trial  work  period  is  in- 
sufficient as  an  incentive  for  disabled  people  to  return  to  work,  and 
wants  this  situation  corrected.  This  change  would  preclude  people  who 
work  for  some  time  and  then,  because  of  their  impairment,  must  stop 
work,  from  having  to  refile  an  application  and  having  to  go  through 
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the  lengthy  disability  determination  process  again.  This  change  would 
not  only  help  the  disabled  claimants  but  it  would  also  reduce  the  Social 
Security  Administration's  workload. 

Section  6  of  the  bill  also  provides  that  the  same  trial  work  period 
will  be  applicable  to  disabled  widow  (er)s.  One  purpose  of  the  trial 
work  period  is  to  provide  the  opportunity  for  a  disabled  person  to  test 
his/her  ability  to  work.  It  would  be  desirable  to  provide  disabled 
widow  (er)s  with  the  same  incentives  to  return  to  work  as  are  pro- 
vided to  other  disabled  beneficiaries. 

Section  6  of  the  bill  also  extends  medicare  coverage  for  an  addi- 
tional 36  months  over  existing  law  to  disabled  beneficiaries  who,  though 
not  medically  recovered,  have  returned  to  substantial  gainful  work. 
Under  present  law,  people  who  may  be  able  to  work  despite  their 
impairment  often  do  not  try  to  work  because  of  the  fear  of  losing  their 
monthly  cash  benefits  and  medicare  coverage.  They  are  particularly 
concerned  they  will  be  unable  to  get  any  public  or  private  medical 
care  coverage.  Thus,  this  provision  removes  the  potential  loss  of 
medicare  coverage  as  a  deterrent  to  work  effort  for  this  substantial 
period. 

Section  7  of  the  bill  eliminates  the  requirement  that  a  person  who 
becomes  disabled  again  must  serve  another  24-month  waiting  period 
before  medicare  coverage  is  available  to  him.  This  amendment  would 
apply  to  workers  becoming  disabled  again  within  60  months,  and  to 
disabled  widow  (er)s  and  adults  disabled  since  childhood  becoming 
disabled  again  within  84  months.  This  would  remove  the  present-law 
requirement  that  frequently  discourages  a  disabled  beneficiary  from 
returning  to  productive  employment.  Also,  where  a  disabled  person 
was  initially  on  the  cash  benefit  rolls  but  not  for  24  months  and  did 
not  receive  medicare  coverage,  the  time  spent  in  cash  benefit  status 
would  count  for  purposes  of  receiving  medicare  coverage  if  a  subse- 
quent disability  occurred  within  a  certain  period  of  time. 

B.  PROGRAM  ACCOUNTABILITY  AND  UNIFORMITY  OF  ADMINISTRATION 
(SECTIONS  8  AND  17) 

In  the  last  several  years,  GAO  and  others  have  criticized  the  lack 
of  uniformity  and  the  quality  of  disability  decisions  made  by  the  vari- 
ous State  agencies.  It  must  be  recognized  that,  while  the  Federal-State 
determination  system  generally  works  reasonably  well  (many  State 
agencies  do  an  excellent  job),  significant  improvements  in  Federal 
management  and  control  over  State  performance  are  necessary  to  en- 
sure uniform  treatment  of  all  claimants  and  to  improve  the  quality 
of  decisionmaking  under  the  Nation's  largest  Federal  disability 
program. 

Your  committee's  bill,  therefore,  is  intended  to  strengthen  the  Fed- 
eral role  in  the  Federal-State  system  by  increasing  direct  Federal 
management  control  over  how  disability  determinations  are  made 
in  the  State  agencies  and  by  requiring  increased  Federal  review  of 
State  determinations.  It  should  also  be  emphasized  that  program  ac- 
countability is  not  solely  a  problem  of  State  administration  and  that 
it  is  equally  important  that  accountability  be  maintained  in  Federal 
administration  of  the  disability  insurance  program.  It  is  the  hope 
of  your  committee  that  such  accountability  has  not  been  impaired  by 
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the  recent  "functional"  reorganizations  of  the  Social  Security  Admin- 
istration. 

In  order  to  strengthen  Federal  management  of  the  system,  section  8 
of  the  bill  would  eliminate  the  current  system  of  negotiated  agree- 
ments between  the  Federal  Government  and  the  States,  which  give 
the  Secretary  of  Health,  Education,  and  Welfare  only  general  au- 
thority over  the  program,  and  which  leave  great  discretion  to  the 
States  as  to  how  the  disability  determination  process  is  to  be  carried 
out.  The  bill  would  give  the  Secretary  the  authority  to  establish 
through  regulations  the  procedures  and  performance  standards  for 
the  State  disability  determination  programs.  The  regulations  might 
specify,  for  example,  administrative  structure,  the  physical  location 
of  and  relationship  among  agency  staff  units,  performance  criteria,  fis- 
cal control  procedures,  and  other  rules  applicable  to  State  agencies 
and  designed  to  assure  equity  and  uniformity  in  State  agency  dis- 
ability determinations. 

States  would  have  the  option  of  administering  the  program  in  com- 
pliance with  these  standards  or  turning  over  administration  to  the  Fed- 
eral Government.  States  that  decide  to  administer  the  program  must 
comply  with  standards  set  by  the  Secretary  subject  to  termination  by 
the  Secretary  if  the  State  substantially  fails  to  comply  with  the  regula- 
tions and  written  guidelines.  Your  committee  believes  that  this  new 
Federal  administrative  authority  will  both  improve  the  quality  of 
determinations  and  ensure  that  claimants  throughout  the  Nation  'will 
be  judged  under  the  same  uniform  standards  and  procedures,  while 
preserving  the  basic  Federal-State  structure. 

If  a  State  elects  not  to  continue  administration  or  the  Secretary 
terminates  a  State's  administration  because  of  substantial  failure  to 
comply  with  regulations,  it  is  essential  that  there  be  adequate  pro- 
cedures to  establish  Federal  administration.  Two  issues  are  of  partic- 
ular concern:  the  position  of  the  State  employees  involved,  and  the 
potential  disruption  of  the  ongoing  determination  process  which  could 
create  hardships  for  disability  applicants. 


States  may  decide  not  to  participate  under  the  program  or  that  the  Sec- 
retary may  determine  that  a  State  is  not  complying  with  the  regula- 
tory requirements  promulgated  under  this  legislation.  Although  your 
committee  does  not  expect  any  widespread  departure  from  traditional 
State  administration  of  the  disability  determination  process,  it  is  pru- 
dent to  anticipate  that  this  may  happen  in  a  few  jurisdictions.  Even 
though  under  existing  law  States  have  the  power  to  terminate  agree- 
ments (in  fact,  the  State  of  Wisconsin  filed  and  then  withdrew  a  termi- 
nation notice  last  year) ,  the  Department  of  HEW  appears  not  to  have 
done  any  extensive  planning  for  Federal  administration  of  State 
agencies. 

Thus,  to  stimulate  Department  planning  as  to  such  a  contingency 
and  to  inform  the  Congress  as  to  what  problems  would  be  presented 
and  possible  means  of  alleviating  them,  your  committee's  bill  would 
require  the  Secretary  to  submit  to  the  Congress,  no  later  than  Jan- 
uary 1, 1980,  a  detailed  plan  on  how  he  expects  to  assume  the  functions 
and  operations  of  a  State  disability  determination  unit  should  it  be- 
come necessary.  The  bill  further  states  that  such  a  plan  should  as- 
sume the  uninterrupted  operation  of  the  disability  determination  proc- 
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ess,  including  the  utilization  of  the  best  qualified  personnel  to  carry 
out  this  function. 

Your  Committee  also  recommends  that  the  Department  of  HEW 
give  consideration  to  establishing  conditions  of  employment  so  that 
the  most  qualified  State  employees  would  not  be  substantially  disad- 
vantaged in  transferring  to  Federal  employment.  The  bill  states,  in 
this  regard,  that  recommendations  for  any  amendments  of  Federal 
law  or  regulations  required  to  carry  out  the  plan  should  be  submitted 
with  the  plan  to  the  House  Ways  and  Means  and  the  Senate  Finance 
Committees  who  may  then  submit  them  with  appropriate  recommen- 
dations to  the  committees  having  jurisdiction  over  the  Federal  civil 
service  and  retirement  laws  (the  House  Post  Office  and  Civil  Service 
Committee,  and  the  Senate  Committee  on  Governmental  Affairs). 

As  to  the  Federal  review  of  the  State  agency  decisions,  your  com- 
mittee is  concerned  that  within  the  past  decade  the  Social  Security  Ad- 
ministration moved  from  what  had  been  a  pread judicative  review  of 
the  majority  of  State  agency  decisions  to  a  sample  postad judicative 
review  involving  only  5  percent  of  such  cases.  Your  committee  is  aware 
that  varied  elements  contributed  to  the  Social  Security  Administra- 
tion's decision  to  make  these  administrative  changes.  Among  these 
were  the  demands  of  the  1972  black  lung  amendments  and  a  reduction 
in  positions  for  budget  purposes. 

Your  committee's  bill  returns  to  substantially  the  situation  existing 
prior  to  1972  as  to  the  review  of  allowances.  The  requirement  in  section 
8  of  the  bill  for  increased  Federal  review  on  a  pread  judicative  basis  is 
phased-in  over  a  3-year  period,  beginning  in  1980,  so  that  there  can  be 
an  orderly  increase  in  trained  staff  necessary  to  carry  out  this  pur- 
pose. This  review  is  set  at  15  percent  in  fiscal  year  1980,  35  percent  in 
1981,  and  65  percent  in  1982  and  thereafter.  Your  committee  recog- 
nizes, however,  that  in  some  instances  reviewing  this  percentage  of 
cases  may  not  be  cost-effective — a  lower  or  higher  percentage  may  be 
prudent.  If  the  Secretary  finds  this  to  be  the  case,  we  would  expect 
him  to  report  his  findings  to  your  committee  in  an  expeditious  manner. 

Your  committee  is  also  concerned  by  the  lack  of  followup  on  the 
medical  condition  and  the  possible  work  activity  of  individuals  who 
have  been  on  the  rolls  for  years.  Section  17  of  the  bill  provides,  there- 
fore, that  unless  the  adjudicator  in  the  State  agency  makes  a  finding 
that  the  individual  is  under  a  disability  which  is  permanent,  there 
will  be  a  review  of  the  status  of  disabled  beneficiaries  at  least  once 
every  3  years.  Your  committee's  bill  emphasizes  that  all  existing  re- 
views of  eligibility  under  the  law  are  to  be  continued  and  expanded 
where  necessary. 

Your  committee  understands  that  the  Social  Security  Administra- 
tion already  schedules  a  review  in  about  20  percent  of  new  disability 
cases  (where  there  is  a  reasonable  expectation  that  a  disabled  bene- 
ficiary will  show  medical  improvement) .  In  order  to  give  SSA  enough 
time  to  hire  and  train  additional  staff  to  conduct  the  reviews  required 
by  this  section,  your  committee  believes  that  the  provision  should 
apply  to  all  new  determinations  of  disability  after  the  date  of  enact- 
ment and  that  reviews  and  scheduling  of  necessary  medical  examina- 
tions for  all  current  disability  cases  be  completed  no  later  than  3  years 
after  the  date  of  enactment. 

If  periodic  review  at  least  every  3  years  proves  not  to  be  cost-effec- 
tive, the  Secretary  should  report  this  to  the  committee. 
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C.  REHABILITATION  EXPENDITURES  AND  PROGRAM  EFFECTIVENESS 
(SECTIONS  13  AND  14) 

In  recent  years  the  cost  effectiveness  of  the  provisions  which 
authorize  vocational  rehabilitation  (VR)  expenditures  out  of  the  dis- 
ability trust  fund  have  been  questioned.  Under  existing  law,  an 
amount  equal  to  1.5  percent  of  disability  insurance  expenditures  is 
potentially  available  for  vocational  rehabilitation  expenditures.  This 
is  called  the  beneficiary  rehabilitation  program  (BRP). 

In  June  of  1974,  the  Department  reported  a  savings  of  $2.50  for 
every  $1  spent.  However,  in  1976  the  GAO  reported  that  previous  esti- 
mates of  benefit  savings  because  of  rehabilitation  services  were  not 
being  realized.  The  GAO  study  states  that  the  best  estimate  for  a 
benefit-cost  ratio  is  1.15.  That  is,  for  every  $1  of  rehabilitation  ex- 
penditure, $1.15  in  trust  fund  savings  is  realized.  A  recent  Rutgers 
University  study  also  arrived  at  a  figure  of  similar  magnitude.  The 
GAO  suggested  that  the  administration  should  freeze  funding  of  the 
program.  This  has  been  done  for  the  last  couple  of  years,  although 
some  increase  in  funding  has  been  made  available  for  increases  in  the 
cost  of  living. 

The  committee  bill  contains  a  provision  aimed  at  providing  a  more 
permanent  solution  to  the  problem.  In  terms  of  simplification  and 
better  administration,  section  13  of  the  bill  would  consolidate  the  VR 
funding  sources  for  the  seriously  disabled  in  the  regular  VR  program. 
Your  committee  realizes  that  administrative  changes  will  be  needed  to 
accommodate  this  provision.  Such  changes  might  include  extended 
tracking  of  rehabilitated  beneficiaries  to  assess  eligibility  for  reim- 
bursement and' the  establishment  of  an  appeals  procedure  to  resolve 
reimbursement  disputes.  The  approach  in  the  committee  bill  also 
seems  appropriate  inasmuch  as  the  Congress,  following  recommenda- 
tions of  the  VR  administrators,  may  place  the  regular  VR  program  in 
a  new  Department  of  Education. 

Section  13  of  the  bill  also  replaces  the  BRP  with  bonus  Federal 
maching  of  State  regular  VR  expenditures  for  those  individuals  where 
rehabilitation  results  in  employment  at  substantial  gainful  activity 
(SGA)  earning  levels  for  a  continuous  12-month  period.  Such  reim- 
bursement would  cover  costs  of  services  in  individual  cases,  administra- 
tive expenses,  and  counseling  and  placement  costs.  The  12-month  em- 
ployment period  may  begin  while  the  beneficiary  is  receiving  services 
under  a  State  vocational  rehabilitation  program  and  such  12-month 
period  may  also  coincide  with  the  trial  work  period.  The  Congress 
encourages  the  advance  of  trust  funds  under  this  provision  in  such  a 
way  as  to  facilitate  financial  planning  by  the  Federal  and  State  agen- 
cies administering  the  program. 

It  is  the  intent  of  the  committee  that  funds  paid  to  the  States  under 
this  provision  be  utilized  by  State  VR  agencies  for  the  rehabilitation  of 
additional  SSDI  beneficiaries  reimbursable  under  this  provision. 
Under  the  committee  bill,  the  effective  date  is  fiscal  year  1981  to  pro- 
vide for  an  orderly  transition  and  for  adjustment  of  the  authorization 
of  appropriation  for  the  regular  VR  program  which  is  within  the 
jurisdiction  of  the  Education  and  Labor  Committee.  This  is  very  im- 
portant if  the  level  of  support  for  VR  services  to  SSDI  beneficiaries 
is  to  be  maintained. 


12 


The  committee  bill  recognizes  that  some  persons  on  the  disability 
rolls  will  only  be  able  to  work  in  sheltered  workshop  situations  at  a 
wage  rate  below  the  SGA  level.  Under  this  bill  there  would  also  be 
bonus  matching  for  the  rehabilitation  expenses,  but  it  would  be  subject 
to  a  requirement  that  they  receive  wages  for  the  12-month  period  after 
the  "rehabilitation"  phase  of  their  sheltered  workshop  experience  has 
been  concluded. 

Section  14  of  the  committee  bill  also  provides  that  no  beneficiary  be 
terminated  due  to  medical  recovery  if  the  beneficiary  is  participating 
in  an  approved  VR  program  which  the  Social  Security  Administra- 
tion determines  will  increase  the  likelihood  that  the  beneficiary  may  be 
permanently  removed  from  the  disability  rolls. 

D.  CLAIMS  AND  APPEALS  PROCEDURES 

The  committee  bill  provides  a  number  of  provisions  which  make 
the  disability  adjudication  and  appeals  process  more  effective  and 
equitable : 

Decision  Notices. — Section  9,  although  phrased  broadly  so  as  to 
apply  decisions  under  all  title  II  programs,  is  designed  primarily  to 
improve  the  social  security  disability  denial  notice.  Complaints  about 
the  denial  notices  have  been  voiced  for  a  long  time.  In  fact,  the  Har- 
rison subcommittee  stated  in  its  1960  report  that  "the  so-called  'denial 
letter'  sent  to  every  disallowed  applicant,  is  merely  a  form  letter  which 
is  not  individualized  to  any  degree  with  respect  to  the  particulars  of  the 
given  case,  and  gives  little,  if  any,  of  the  reasons  for  the  denial  con- 
tained in  the  written  determinations  of  the  State  agency  (p.  28 )." 
Little  appears  to  have  changed  over  the  years  other  than  that  the 
denial  notice  is  now  generated  by  a  computer. 

Your  committee  believes  that  the  decision  notice  should  contain  a 
clear  explanation  of  the  decision,  a  brief  summary  of  the  evidence  on 
which  the  decision  is  based,  and  a  brief  statement  of  the  law  and  regu- 
lations, if  appropriate.  This  will  add  a  number  of  positive  factors  to 
the  adjudication  process.  The  State  agency  decision  will  be  on  a 
sounder  base  because  the  examiner  will  be  required  to  formulate  the 
reasons  for  his  decision  in  written  form  and  the  claimant  may  be  less 
likely  to  appeal  the  decision  if  he  understands  how  the  law  relates  to 
his  particular  case.  This  provision  will  require  additional  staff  re- 
sources and  may  increase  processing  time  at  the  State  agency  level. 

It  is  not  the  intent  of  your  committee  that  the  denial  notification  be 
a  voluminous  document  (no  more  than  2  pages  should  usually  suffice) 
or,  in  the  case  of  allowances,  that  the  decision  be  as  detailed  as  denials. 
The  statement  of  the  case  should  not  include  matters  the  disclosure 
of  which  (as  indicated  by  the  source  of  the  information  involved) 
would  be  harmful  to  the  claimant,  but  if  there  is  any  such  matter  the 
claimant  should  be  informed  of  its  existence,  and  it  may  be  disclosed 
to  the  claimant's  representative  unless  the  latter's  relationship  with 
the  claimant  is  such  that  disclosure  would  be  as  harmful  as  if  made  to 
the  claimant. 

Nondisclosure  is  to  be  used  sparingly  and  should  not  be  used  in  a 
way  which  denies  to  claimants  the  ability  to  know  the  reason  for  this 
decision.  Full  disclosure  should  be  made  to  an  appropriate 
representative. 
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Medical  Evidence. — Section  15  of  the  bill  would  authorize  the  Sec- 
retary to  pay  all  non-Federal  providers  for  costs  of  supplying  medical 
evidence  of  record  in  social  security  disability  claims  as  is  done  for 
SSI  disability  claims. 

Travel  Expenses. — Section  16  of  the  bill  would  place  in  permanent 
law  authority  for  payment  of  claimant's  travel  expenses  resulting  from 
participation  in  various  phases  of  the  adjudication  process. 

Court  Remands. — Section  11  remedies  two  chronic  problems  in  the 
provisions  in  the  law  which  authorize  the  remand  of  court  cases  back 
to  the  administrative  process.  First,  your  committee's  bill  would  limit 
the  absolute  authority  of  the  Secretary  of  Health,  Education,  and  Wel- 
fare to  remand  cases  back  to  the  appeals  council  before  answer.  The 
Harrison  subcommittee  suggested  in  its  report  that  such  absolute  dis- 
cretion gave  the  Secretary  the  ability  to  remand  cases  back  so  that  they 
could  be  strengthened  to  sustain  court  scrutiny.  Other  critics,  including 
the  Center  for  Administrative  Justice  in  its  1977  report,  believed  that 
the  current  provision  might  lead  to  laxity  in  appeals  council  review  in 
that  they  may  get  another  look  at  the  case  if  it  was  appealed  to  the  dis- 
trict court.  Your  committee's  bill  would  require  that  such  remands 
would  be  discretionary  with  the  court  upon  a  showing  by  the  Secretary 
of  good  cause. 

The  second  provision  relates  to  remands  by  the  courts.  Under  exist- 
ing law  the  court  itself,  usually  on  motion  of  the  claimant,  has  discre- 
tionary authority  "for  good  cause"  to  remand  the  cases  back  to  the 
appeals  council  and  ultimately  the  administrative  law  judge.  Statistics 
show  that  of  the  3,205  social  security  cases  disposed  of  in  fiscal  1977. 
there  were  1,257  reversals — about  40  percent.  However,  only  249  of 
these  cases  were  reversed  directly  by  the  court  while  1,008  were  reversed 
after  being  remanded  to  the  appeals  council.  Undoubtedly  many  of 
these  court  remands  are  justified  because  of  the  insufficiencies  of  the 
prior  proceedings.  However,  it  appears  that  some  of  the  remands  are 
made  because  the  judge  disagrees  with  the  outcome  of  the  case  which 
he  might  have  to  sustain  under  the  "substantial  evidence  rule". 

Your  committee's  amendment  would  require  that  a  remand  would  be 
authorized  only  on  a  showing  that  there  is  new  evidence  which  is  ma- 
terial, and  that  there  was  good  cause  for  failure  to  incorporate  it  into 
the  record  in  a  prior  proceeding.  The  Center  for  Administrative  Jus- 
tice in  its  report  pointed  out  that  such  a  provision  is  contained  "in 
nearly  all  comparable  review  statutes".  This  language  is  not  to  be  con- 
strued as  a  limitation  of  judicial  remands  currently  recognized  under 
the  law  in  cases  which  the  Secretary  has  failed  to  provide  a  full  and 
fair  hearing,  to  make  explicit  findings,  or  to  have  correctly  apply  the 
law  and  regulations. 

Closed  Record. — Section  10  would  limit  the  prospective  effect  of 
applications  (the  so-called  floating  application)  and  allow  for  a  more 
orderly  administrative  process  and  closing  of  the  record.  Present  law 
provides  that  if  an  applicant  satisfies  the  requirements  for  benefits  at 
any  time  before  a  final  decision  of  the  Secretary  is  made,  the  applica- 
tion is  deemed  to  be  filed  in  the  first  month  for  which  the  requirements 
are  met.  One  consequence  of  this  provision  is  that,  the  claimant  is 
afforded  a  continuing  opportunity  to  establish  eligibility  until  all  lev- 
els of  administrative  review  have  been  exhausted,  i.e.,  until  there  is  a 
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final  decision.  Thus,  a  claimant  can  continue  to  introduce  new  evidence 
at  each  step  of  the  appeals  process,  even  if  it  refers  to  the  worsening  of 
a  condition  or  to  a  new  condition  that  did  not  exist  at  the  time  of  the 
initial  application. 

The  amendment  made  b}^  this  section  would  allow  the  issuance  of 
regulations  to  foreclose  the  introduction  of  new  evidence  with  respect 
to  a  previously  filed  application  after  the  decision  is  made  at  the 
administrative  ALJ  hearing,  but  would  not  affect  remand  authority  to 
remedy  an  insufficiently  documented  case  or  other  defect. 

Time  Limits. — Section  12  of  the  bill  also  requires  the  Secretary  of 
HEW  to  submit  a  report  to  Congress  no  later  than  January  1,  1980, 
recommending  appropriate  time  limits  for  the  various  levels  of  adjudi- 
cation. Several  Federal  district  courts  have  imposed  such  limits  at  the 
hearing  level  and  numerous  bills  have  been  introduced  to  set  such 
limits  at  various  levels  of  adjudication. 

The  bill  requires  the  Secretary  in  recommending  the  limits  to  give 
adequate  consideration  to  both  speed  and  quality  of  adjudication.  This 
would  force  the  administration  in  program  and  budget  planning  to 
take  a  harder  look  at  these  sometimes  conflicting  objectives.  Congress 
could  then  evaluate  the  recommendations  for  consistency  with  the 
elements  it  wishes  to  emphasize  and  take  further  action  next  year. 

III.  Actuarial  Costs  and  Savings  Estimates  Under  the  Bill 

Short  Term. — The  status  of  the  Disability  Insurance  Trust  Fund 
has  greatly  improved  since  the  1977  amendments.  Before  these  amend- 
ments it  was  estimated  that  the  fund  would  be  exhausted  by  early  1979. 
The  Social  Security  Amendments  of  1977  allocated  additional  funds 
to  assure  its  solvency  well  into  the  21st  century.  The  latest  trustee's  re- 
port (1979),  which  has  just  been  released,  shows  that  by  the  end  of 
fiscal  1979  the  disability  trust  fund  will  total  over  $5.5  billion  and  that 
it  will  grow  rapidly  during  the  following  4  fiscal  years.  At  the  end  of 
fiscal  1983,  it  will  have  a  balance  of  almost  $22  billion,  which  is  about 
100  percent  of  estimated  benefit  expenditure  in  the  following  fiscal 
year.  The  effect  of  your  committee's  bill  on  the  disability  trust  fund  is 
shown  in  table  A.  Table  C  shows  the  cost  and  savings  on  a  provision- 
by-provision  basis.  These  reflect  the  estimates  of  the  Social  Security 
Administration  actuaries.  The  estimate  of  the  Congressional  Budget 
Office  which  appears  in  section  V  shows  slightly  greater  savings  to 
the  disability  trust  funds,  and  includes  estimates  of  H.R.  3236's  effect 
on  general  revenue  funded  income  maintenance  programs. 

The  improved  condition  of  the  fund  is  due  not  only  to  increased 
financing  allocated  to  the  disability  program  by  the  1977  amendments 
but  also  to  significant  improved  experience  in  the  program.  The  fact 
that  the  effect  of  this  experience  is  substantial  is  shown  by  table  B, 
which  compares  estimated  experience  at  the  time  of  the  1977  amend- 
ments with  actual  and  estimated  experience  in  the  just-released  1979 
trustees  report.  On  the  other  hand,  in  the  near  term  the  Old-Age  and 
Survivors  Insurance  Trust  Fund  is  expected  to  decline — due  almost 
entirely  to  greater  than  estimated  inflation — which  about  offsets  the 
favorable  disability  experience.  The  OASI  Trust  Fund  declines  by 
over  $6  billion  in  the  next  3  fiscal  years,  with  the  fund  totaling  only 
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about  18  percent  of  annual  expenditures  at  the  beginning  of  1981. 
Moreover,  the  two  funds,  on  a  combined  basis,  would  total  only  about 
22  percent  of  expenditures  at  that  time. 

Long  Term. — On  a  long-term  basis  the  situation  of  the  Disability 
Insurance  Trust  Fund  is  also  favorable.  The  1979  trustee's  report  re- 
flects new  assumptions  of  substantially  reduced  disability  incidence 
rates  in  the  future  as  compared  with  those  assumed  in  earlier  reports. 
These  changes  are  largely  based  on  award  experience  since  1975  and 
particularly  in  1978  (see  table  D) ,  the  reasons  for  which  are  not  wholly 
known.  The  Subcommittee  on  Social  Security  has  received  consider- 
able testimony  that  this  may  be  the  result  of  tighter  administration 
and  a  growing  reliance  on  the  medical  factors  in  the  determination 
of  eligibility  for  disability.  Chart  A  shows  the  development  of  this 
trend  since  i975. 

Chaet  A. — Basis  for  disability  allowances,  fiscal  years  1965,  1970,  and  1973-78. 
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The  1978  trustee's  report  indicated  a  long-term  actuarial  deficiency 
of  —0.14  percent  of  payroll  in  the  disability  insurance  program  but  the 
more  favorable  assumptions  as  to  incidence  rates  in  the  1979  report  has 
changed  this  to  a  0.21  percent  of  payroll  favorable  balance  (see  table 
E).  Your  committee's  bill  provides  a  savings  of  0.21  percent  of  pay- 
roll raising  the  actuarial  surplus  to  .42  percent  of  payroll.  Although 
this  does  put  the  program  in  a  very  desirable  condition,  its  past  his- 
tory of  volatility  suggests  caution  in  making  any  precipitous  read- 
justment in  allocation  between  trust  funds.  The  long-range  deficit  in 
the  OASI  has  increased  slightly  from  —1.26  to  —1.41  percent  of  pay- 
roll due  primarily  to  assumptions  as  to  lower  mortality. 

It  should  be  emphasized  that  the  estimates  presented  are  based  on  the 
so-called  intermediate  assumptions  and  the  use  of  either  the  pessimistic 
or  optimistic  assumptions  would  produce  different  results.  The  assump- 
tions underlying  each  of  the  three  sets  of  assumptions  are  explained  in 
detail  in  the  Trustees  Report. 
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TABLE  A.— DISABILITY  INSURANCE  TRUST  FUND— BALANCE  AT  END  OF  FISCAL  YEAR 

[In  billions] 


Present  Law, 
1979  Trustees 
Report 

Present  Law 
as  amended 
by  H.R.  3236 

1980 

  $7. 5 

$7.5 
11.0 
16.5 

1981 

  10.8 

1982 

  16.0 

1983 

  21.9 

22.7 

TABLE  B.— DISABILITY  INSURANCE  TRUST  FUND-BALANCE  AT  END  OF  CALENDAR  YEAR 

[In  billions] 

Present  law,  1977 
law  estimate 

Present  law,  1979 
trustees  report 

1978. 
1979. 
1980. 
1981. 
1982. 
1983. 


$3.5 
3.9 
4.4 
6.5 
8.6 

10.4 


$4.2 
5.6 
7.5 
11.7 
17.0 
23.1 


i  Actual. 


TABLE  C— ESTIMATED  EFFECT  ON  OASDI  EXPENDITURES,  BY  PROVISION  OF  H.R.  3236 
[Pluses  indicate  cost,  minuses  indicate  savings] 


Provision 1 


Estimated  effect  on  OASDI  expenditures 
in  fiscal  years  1980-84 2  (in  millions) 


1981      1982  1983 


1984 


Estimated 
effect  on 
long  range 
OASDI 
expenditures 
as  percent  of 
taxable 
payroll  2 


-89 
+1 


Limitation  on  total  family  benefits  for  disabled-worker 
families  (sec.  2)— 

Benefit  payments   -$38  -$146 

Administrative  costs..   (3)  (3) 

Total   -38    -146  -263 

Reduction  in  number  of  dropout  years  for  younger  disabled 
workers  (sec.  3)— 

Benefit  payments   —12  —46 

Administrative  costs   (4)  +1 

Total   -12  -45 

Deduction  of  impairment-related  work  expenses  from  earn- 
ings in  determining  substantial  gainful  activity 
(sec.  5)— 

Benefit  payments   +1  +2 

Administrative  costs   (4)  (O 

Total   +1  +2 

Federal  review  of  State  agency,  allowances  (sec.  8)— 

Benefit  payments     —4  —19 

Administrative  costs  s   +6  +13 

Total   +2  -6 

More  detailed  notices  specifying  reasons  for  denial  of 
disability  claims  (sec.  9)— 

Benefit  payments     (7) 

Administrative  costs6   +19 

Total   +19      +20  +21 


(7) 
+20 


$263   -$392  -$525   

0        (3)  (3)   

-392  -525  -0.09 

-139  -194   

+1  +1   

-138  -193  -.04 

+9  +13  

(0  (2)  

+9      +13  +.01 

-133  -198   

+17  +17  

57     -116     -181  -.06 

C)      (7)  -  

+22  +23    

+22  +23  0) 


+5 
(0 


+5 


-73 
+16 


+21 
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TABLE  C— ESTIMATED  EFFECT  ON  OASDI  EXPENDITURES,  BY  PROVISION  OF  H.R.  3236— Continued 
(Pluses  indicate  cost,  minuses  indicate  savings] 


Provision 


Estimated  effect  on  OASDI  expenditures 
in  fiscal  years  1980-842  (in  millions) 

~1980      1981      1982      1983  1984~ 


Estimated 
effect  on 
long  range 
OASDI 
expenditures 
as  percent  of 
taxable 
payroll2 


-.01 


Limit  trust  fund  payments  for  costs  of  vocational  rehabilita- 
tion services  to  only  such  services  that  result  in  a  cessa- 
tion of  disability,  as  demonstrated  by  a  return  to  work 
(sec.  13)— 

Trust  fund  payments   —40  —79  —83  —86 

Administrative  costs  ..  (3)  (3)  (3)  (3) 

Total   -40  -79  -83  -86 

Payment  for  existing  medical  evidence  and  certain  travel 
expenses  (sec.  15  and  16)— 

Benefit  payments                                               («)  (»)  («)  («)  («)  . 

Administrative  costs »                                        +20  +21  +22  +23  +24 

Total                                                            20  +21  +22  +23  +24 

Periodic  review  of  disability  determinations  (sec.  17)— 

Total  benefit  payments  ..                   -5  -30  -70  -109  -168 

For  determinations  made  after  enactment   —10  —20 

For  determinations  made  before  enactment                    —5  —30  —70  —99  —148 

Administrative  costs*                                        +31  +40  +42  +43  +45 

Total                                                          +26  +10  -28  -66  -123 

Benefit  payments..                                                 ^58  ^239  ^490  -764  -1,072 

Payments  for  costs  of  vocational  rehabilitation  services   —40  -79  -83  -86 

Administrative  costs                                              +76  +95  +102  +106  +110 

Total  net  effect  on  OASDI  Trust  Fund  expenditures..    +18  -184  -467  741  -1, 048 


(5) 


-.03 


,21 


1  The  benefit  estimates  shown  for  each  provision  take  account  of  the  provisions  that  precede  it  in  the  table. 

2  Estimates  are  based  on  the  intermediate  assumptions  in  the  1979  trustees  report. 

3  The  estimated  reduction  in  long-range  average  expenditures  represents  the  total  net  change  in  both  benefits  and 
administrative  expenses  over  the  next  75  yr. 

*  Additional  administrative  expenses  are  less  than  $1,000,000. 

s  Additional  funds  will  be  required  in  fiscal  year  1979  to  establish  the  administrative  framework  for  implementa- 
tion of  this  proposal  effective  1980. 
9  None. 

7  Assumes  short  concise  statement  and  applies  only  to  Dl  claims, 
s  Less  than  0.005  percent. 

9  Additional  expenditures  for  the  payment  of  certain  travel  expenses  amount  to  less  than  $1,000,000  in  each  year 
Note:  The  above  estimates  are  based  on  assumed  enactment  of  H.R.  3236  in  September  1979. 


Source:  Social  Security  Administration,  Apr.  19,  1979. 


TABLE  D— DISABLED  WORKER  BENEFIT  AWARDS,  1968-78 


Awards  per 
Number  of    1,000  insured 
awards  workers 


Calandar  year: 
1968.... 
1969.... 
1970.... 
1971.... 

1972  

1973.... 
1974.... 
1975.... 

1976  

1977  

1978.... 


323,  514 
344,  741 
350,  384 
415,  897 

456,  562 
491,  955 
535, 977 
592, 049 
551,  740 
569,  035 

457,  451 


4.8 
4.9 
4.8 
5.6 
6.0 
6.3 
6.7 
7.1 
6.5 
6.6 
5.2 
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TABLE  E. 


-ESTIMATED  AVERAGE  EXPENDITURES  OF  OASDI  SYSTEM;  INTERMEDIATE  ASSUMPTIONS  BY 
REASON  FOR  CHANGE— EXISTING  LAW  1979  TRUSTEE'S  REPORT 


[As  percent  of  taxable  payroll] 


Medium  range 


Item 


OAS! 


Dl 


Total 


Long  range 


OASI 


Dl 


Total 


+.  02 
+.06 
+.  05 
+.39 


+0 
+. 
+. 

+_0 

+! 
+o 


-1.40 
12.16 
13. 55 


Shown  in  1978  report:1 

Actuarial  balance    +0.79  +0.23  +1.02  -1.26  -0.14 

Average  scheduled  tax  rate    9.70  1.97  11.67  10.03  2.12 

Estimated  average  expenditures   8.91  1.74  10.64  11.29  2.26 

Changes  in  estimated  average  expenditures  due  to 
changes  in—  2 

Average  wage  indexing  series     +.03  +.01  +.04 

Valuation  date    -.02  +.03  +.01 

Economic  assumptions    +.17  +.03  +.20 

Mortality  assumptions   +.13  +0  +.13 

Disability  assumptions    —.29  —.29 

Methods      +.07  +.02  +.09  -.23 

All  other  factors    -.22  -.02  -.24  -.11 

Total  change  in  estimated  average  expendi- 
tures   +.16  -.21  -.05  +.18       -.34  -.16 

Shown  in  this  report:3 

Estimated  average  expenditures   9.07  1.52  10.59  11.47        1.92  13.38 

Average  scheduled  tax  rate    9.76  2.00  11.76  10.05        2.13  12.19 

Actuarial  balance   +.69  +.48  +1.17  -1.41       +.21  -1.20 


+.  02 
+.07 
+.06 
+.  39 
-.43 
-.17 
-.11 


1  Expenditures  and  taxable  payroll  are  calculated  under  the  intermediate  set  of  assumptions  (alternative  II)  described 
in  last  year's  report  which  incorporates  ultimate  annual  increases  of  534  percent  in  average  wages  in  covered  employment 
and  4  percent  in  the  CPI,  an  ultimate  annual  unemployment  rate  of  5  percent,  and  an  ultimate  total  fertility  rate  of  2.1 
children  per  woman.  The  averages  are  computed  over  projection  periods  commencing  with  1978. 

2  See  the  text  for  a  discussion  of  the  items  shown  below. 

3  Expenditures  and  taxable  payroll  are  calculated  under  the  intermediate  set  of  assumptions  (alternative  II)  described 
in  the  text  of  this  report.  The  ultimate  values  for  the  annual  increases  in  average  wages  in  covered  employment  and  in  the 
CPI,  for  the  annual  unemployment  rate  and  for  the  total  fertility  rate  are  the  same  as  those  included  in  the  intermediate 
set  of  assumptions  described  in  last  year's  report.  The  averages  are  computed  over  projection  periods  commencing  with 
1979. 

Note:  Taxable  payroll  is  adjusted  to  take  into  account  the  lower  contribution  rates  on  self-employment  income,  on 
tips,  and  on  multiple-employer  "excess  wages"  as  compared  with  the  combined  employer-employee  rate. 
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TABLE  G.— CONTRIBUTION  AND  BENEFIT  BASE  AND  CONTRIBUTION  RATES— OASDI 


Calendar  years 


Contribu- 
tion and 
benefit  base 


Contribution  rates  (percent  of  taxable  earnings) 


Employees  and  employers,  each 


OASDI 


OASI 


Self-employed 


OASDI 


OASI 


1937-49   $3,  000 

1950   3,  000 

1951-53    3,  600 

1954   3,  600 

1955-56   4,  200 

1957-58   4,  200 

1959   4,  800 

1960-61   4,800 

1962   4,  800 

1963-65    4,800 

1966   6,  600 

1967   6,  600 

1968   7,  800 

1969   7,  800 

1970   7,  800 

1971   7,  800 

1972    9,000 

1973    10,800 

1974   13,  200 

1975   14, 100 

1976   15,  300 

1977   16,  500 

1978   17,  700 

1979   22, 900 

Changes  scheduled  in 

present  law: 

1980   25, 900 

1981   29,  700 

1982-84   (i) 

1985-89   (i) 

1990  and  later   0) 


1.  000 

1.  500 
1.500 

2.  000 
2.  000 
2.250 

2.  500 

3.  000 
3.125 
3.  62b 
3.  850 
3.  900 

3.  800 

4.  200 
4.200 
4.  600 
4.  600 
4.  850 
4.  950 
4.  950 
4. 950 

4.  950 

5.  050 
5.  080 


5.  080 
5.  350 
5.  400 

5.  770 

6.  200 


1.000 
1.500 

1.  500 
2.000 

2.  000 
2.  000 
2.  250 
2.750 

2.  875 

3.  375 
3.  500 
3.550 
3.  325 
3.  725 

3.  650 

4.  050 
4.  050 
4.  300 
4.  375 
4.  375 
4.  375 
4.  375 
4.  275 
4.  330 


4. 330 
4.  525 
4.  575 
4.  750 
5. 100 


,250 
250 
,250 
,250 
,250 
350 
,350 
,475 
.475 
,550 
,550 
,550 
.550 
.575 
,575 
.575 
,575 
,775 
,750 


.750 
.825 
.825 
.950 
1. 100 


2.  2500 

3.  0000 
3.  0000 
3.  3750 

3.  7500 

4.  5000 

4.  7000 

5.  4000 
5.  8000 
5.  9000 

5.  8000 
6. 3000 

6.  3000 
6.  9000 

6.  9000 

7.  0000 
7.  0000 
7.  0000 
7.  0000 
7.  0000 
7. 1000 
7.  0500 


7.  0500 

8.  0000 
8.  0500 

8.  5500 

9.  3000 


2.  2500 

3.  0000 
3.  0000 
3.  0000 

3.  3750 
4. 1250 

4.  3250 

5.  0250 
5.  2750 
5.  3750 
5.  0875 
5.  5875 

5.  4750 

6.  0750 
6.  0750 
6.  2050 


1850 
1850 
1850 
1850 
0100 
0100 


6.  0100 

6.  7625 
6.8125 
7. 1250 

7.  6500 


0.  3750 
.3750 
.3750 
.3750 
.3750 
.5250 
.5260 
.7125 
.7125 
.8250 
.8250 
.8250 
.7950 
.8150 
.8159 
.8150 
.8150 

1.  0900 
1.  0400 


1.  0400 
1.2375 
1.  2375 
1.  4250 
1.  6500 


1  Subject  to  automatic  increase. 

TABLE  H— DISABILITY  INSURANCE  BENEFICIARIES  WITH  MONTHLY  BENEFITS  IN  CURRENT-PAYMENT  STATUS 
AS  OF  JUNE  30  UNDER  INTERMEDIATE  ASSUMPTIONS,  CALENDAR  YEARS  1975-2055 
[In  thousands] 


Calendar  year 


Workers 


Wives  and 
husbands 


Children 


Total 


Actual: 

1975.. 

1976.. 

1977.. 

1978.. 
Estimated: 

1979.. 

1980.. 

1985.. 

1990.. 

1995.. 

2000.. 

2005.. 

2010.. 

2015., 

2020. 

2025. 

2030. 

2035. 

2040. 

2045. 

2050. 

2055. 


2,  363 
2,  602 
2,755 

2,  858 

2,895 
2,942 

3,  335 

3,  862 

4,  457 

5,  209 

6,  061 
6,  777 
7,180 
7,260 
7,042 
6,  766 

6,  744 
6, 950 

7,  206 
7,316 
7,  325 


429 
468 
482 
491 

489 
486 
496 
644 
705 
781 
874 
961 
1,001 
1,008 
987 
956 
956 
979 
1,010 
1,024 
1,030 


1,333 
1,462 
1,496 
1,512 

1,497 
1,486 
1,484 
1,465 
1,603 
1,829 
2,  070 
2,277 
2,  425 
2,  538 
2,  540 
2,446 
2,  397 
2,  438 
2,  538 
2,606 
2,  619 


4,125 
4,  532 
4,  733 
4,  861 


4,914 
5,315 
5,971 
6,  765 
7,819 
9,  005 
10,015 
10,  606 
10,  806 
10,  569 
10, 168 
10,  097 
10,  367 
10,  754 
10,  946 
10,  974 


Source:  1979  Trustees  Report. 
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TABLE  I. — LONG-RANGE  COST  ESTIMATES  FOR  THE  PROVISIONS  OF  H.R.  3236  ASSUMING  EFFECTIVE  DATE  OF 
JAN  1,  1980:  ESTIMATES  SHOWN  FOR  EACH  PROVISION  TAKE  INTO  ACCOUNT  INTERACTION  WITH  PROVISIONS 
THAT  PRECEDE  IN  THE  TABLE 


Estimated  long-range  cost 
as  percent  of  taxable 
payroll  based  on  1979 
trustees  reports  inter- 
mediate assumptions 


OASI         Dl  HI' 


1.  Limit  total  Dl  family  benefits  to  the  smaller  of  80  percent  of  AIME  or  150  percent  of  PIA. 

No  family  benefit  would  be  reduced  below  100  percent  of  the  worker's  PI  A   (2)   —0.09  (2) 

2.  Compute  Dl  benefits  using  one  dropout  year  for  each  5  full  elapsed  years.  However,  if  the 

worker  provided  principal  care  of  a  child  (own  child  or  spouse's)  under  age  6  for  more 
than  6  mo  in  any  calendar  year  which  is  included  in  the  worker's  elapsed  years,  the 
number  of  dropout  years  is  increased  by  1  for  each  such  calendar  year.  The  maximum 
number  of  dropout  years  allowed  is  5.  Continue  application  of  this  provision  for  retire- 
ment benefits  when  disabled  worker  attains  age  65  but  not  for  survivor  benefits  when 

he  dies.  (Child  care  dropout  provision  effective  Jan.  1,  1981)     (2)     —.04  (2) 

3.  Exclude  from  earnings  used  in  determining  ability  to  engage  in  SGA  the  cost  to  the  worker 

of  any  extraordinary  work  related  expenses  due  to  severe  impairmant  including  routine 

drugs  and  routine  medical  services     (2)       .01  (2) 

4.  Provide  trial  work  period  for  disabled  widows/widowers    (2)   (2) 

5.  For  any  disabled  worker,  widow(er),  or  child  who  engages  in  substantial  gainful  activity 

within  13  mo  after  the  completion  of  the  trial  period  (TWP)  Dl  benefits  are  terminated 
after  the  15th  mo  following  completion  of  the  TWP.  Suspend  Dl  benefits  for  any  month 
during  the  15  mo  following  completion  of  the  TWP  in  which  the  beneficiary  engages  in 

substantial  gainful  activity,  excluding  the  1st  3  such  months...    (2)        (2)  (2) 

6.  Extend  medicare  coverage  for  24  mo  after  SGA  termination  following  the  completion  of  a 

trial  work  period       (2)        (2)  (2) 

7.  Eliminate  the  requirement  that  months  in  the  medicare  waiting  period  be  consecutive  for 

persons  returning  to  beneficiary  status  within  60  mo  of  termination.  (84  mo  for  disabled 

children  or  diasbled  widows/widowers)     (2)        (2)  (2) 

Proposals  6  and  7  combined...        (2)        (2)  +0.01 

8.  Provide  that  determinations  of  disability  be  made  by  secretary  or  by  State  agency  pur- 

suant to  an  agreement  with  the  secretary.  The  Federal-State  agreement  is  optional  and 
could  be  terminated  by  either  State  or  secretary.  Provide  that  secretary  alone  determine 

reimbursement  to  State  for  actual  costs  of  making  disability  determinations   (2)        (2)  (2) 

9.  SSA  preadjudicative  review  of  at  least  65  percent  of  State  agency  initial  determinations 

(allowances  only),  fully  effective  in  fiscal  year  1982     (2)    —.06  —.01 

10.  Provide  claimant  with  written  summary  of  evidence  used  in  making  disability  determina- 

tion      (2)        (2)  (2) 

11.  Provide  that  the  Secretary's  authority  to  remand  a  court  case  to  the  AU  be  discretionary 

with  the  court  upon  a  showing  of  good  cause  by  the  secretary.  Require  that  the  court 
may  remand  only  on  a  showing  that  there  is  new  evidence  which  is  material,  and  that 

there  was  good  cause  for  failure  to  incorporate  it  into  the  record  in  a  prior  proceeding..       (2)        (2)  (2) 

12.  For  any  person  whose  disability  ceases  as  a  result  of  rehabilitation  (as  demonstrated  by  12 

continuous  months  of  employment  either  at  the  level  of  SGA  or  in  a  sheltered  workshop), 
the  Dl  trust  fund  will  reimburse  the  U.S.  Treasury  the  Federal  share  of  the  VR  cost  for 

that  person.  No  Dl  trust  fund  reimbursement  will  be  made  otherwise   (2)    -.  01  (2) 

13.  Provide  that  no  beneficiary  be  terminated  due  to  medical  recovery  if  the  beneficiary  is 

participating  in  an  approved  VR  program  which  SSA  determines  will  increase  the 
likelihood  that  the  beneficiary  may  be  permanently  removed  from  the  disability  benefit 

rolls.           (2)        (2)  <2> 

14.  Require  secretary  to  pay  all  non-Federal  providers  for  costs  of  supplying  medical  evidence 

of  record  in  title  II  disability  claims     -    (2)        (2)  (2) 

15.  Authorize  payments  from  Dl  trust  fund  for  claimant's  travel  expenses  resulting  from 

undergoing  a  medical  exam  required  by  Secretary.  Pay  for  travel  expenses  of  claimants, 

representatives,  and  witnesses  in  attending  reconsideration  interviews  and  hearings..   

16.  Require  State  agency  or  secretary  to  review  the  cases  of  disability  beneficiaries  at  least 

once  every  3  yr  for  purposes  of  determining  continuing  eligibility.  If  the  beneficiary's 

disability  is  determined  to  be  permanent,  the  periodic  review  is  not  required   (2)    —.03  (-') 

Total  for  H.R.  3236  3...     (2>    —21  —.01 

1  25-yr  average  cost. 

2  Less  than  0.005  percent. 

3  Due  to  rounding,  separate  estimates  for  the  provisions  may  not  add  to  the  total. 
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TABLE  J— EFFECT  OF  FAMILY  LIMITATION  ON  DISABILITY  BENEFICIARIES— DISABLED  WORKER  AND  2  DEPEND- 
ENTS, 1980  i 


80  percent  of 

AIMEorl50  Amount  of 

percent  of  reduction 

Current  law        PIA  (H.R.  relative  to 

Annual  indexed  earnings                                                       benefit            3236)  existing  law 


80  percent  of  A I  ME: 


$1,750       $2,363  $1,576  $787 

$4,250   4,077  3,400  677 

$5,750   5,039  4,600  439 

150  percent  of  PIA: 

$7,500     6,506  5,636  924 

$9,250       8,084  6,476  1,608 

$10,900   8,795  7,268  1,527 

$12,650   9,546  8.109  1,437 

$14,250     10,309  8,845  1,464 

$16,000     10,776  9,238  1,538 


1  Based  on  intermediate  assumptions  contained  in  1979  Trustees  Report.  Limitation  only  applies  to  entitlements  after 
1979  and  does  not  apply  to  individuals  currently  on  rolls.  AIME  is  average  indexed  monthly  earnings;  PIA  is  primary 
insurance  amount. 


IV.  Section-by- Section  Analysis 


SHORT  TITLE 

Section  1  provides  the  short  title  and  table  of  contents  of  the  Dis- 
ability Insurance  Amendments  of  1979. 

LIMITATION  ON  TOTAL  FAMILY  BENEFITS  IN  DISABILITY  CASES 

Section  2(a)  (1)  of  the  bill  amends  section  203(a)  (1)  of  the  Social 
Security  Act  (as  in  effect  after  December  1978)  by  adding  a  reference 
to  a  new  paragraph  (6),  which  would  limit  family  disability  benefits. 

Section  2(a)  (2)  of  the  bill  provides  that  paragraphs  (6),  (7),  and 
(8)  of  section  203(a)  of  the  act  are  redesignated  as  paragraphs  (7), 
(8) ,  and  (9) ,  respectively. 

Section  2(a)  (3)  of  the  bill  adds  a  new  paragraph  (6)  to  section  203 
(a)  of  the  act,  which  provides  that  family  benefits  based  on  the  earn- 
ings of  a  disabled  worker  (and  before  the  application  of  the  worker's 
compensation  offset)  are  limited  to  the  smaller  of  80  percent  of  the 
worker's  average  indexed  monthly  earnings  (but  not  less  than  the 
worker's  primary  insurance  amount)  or  150  percent  of  the  worker's 
primary  insurance  amount.  The  limit  will  apply  to  the  original  family 
benefit  and  will  be  subject  to  automatic  cost-of-living  adjustments. 

Section  2(b)  (1)  of  the  bill  amends  section  203(a)  (2)  (D)  of  the  act 
to  refer  to  redesignated  paragraph  (8) . 

Section  2(b)(2)  of  the  bill  amends  section  203(a)(7)  of  the  act 
(203(a)  (8)  after  redesignation)  to  refer  to  redesignated  paragraph 
(7). 

Section  2(b)  (3)  of  the  bill  amends  section  215 (i)  (2)  (a)  (ii)  (III) 
of  the  act  to  refer  to  redesignated  paragraphs  (7)  and  (8)  of  section 
203(a). 

Section  2(c)  of  the  bill  provides  that  the  amendments  made  by  sec- 
tion 2  of  the  act  will  applv  with  respect  to  initial  eligibility  for  benefits 
after  1978  and  initial  entitlement  to  disability  benefits  beginning  after 
1979. 
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REDUCTION  IN  NUMBER  OF  DROPOUT  YEARS  FOR  YOUNGER  DISABLED 

WORKERS 

Section  3(a)  of  the  bill  amends  section  215(b)  (2)  (A)  of  the  Social 
Security  Act  (as  in  effect  after  December  1978)  to  reduce  the  number 
of  years  that  can  be  dropped  from  a  worker's  benefit  computation 
years  for  a  worker  who  becomes  disabled  before  reaching  age  47. 

1.  The  revised  clause  (i)  of  section  215(b)  (2)  (A)  provides  that  the 
number  of  years  that  can  be  dropped  in  the  case  of  survivor's  benefits 
will  continue  to  be  5  as  under  present  law ;  this  is  also  true  for  old-age 
cases  unless  the  worker  was  entitled  to  a  disability  benefit  for  the 
month  before  he  reached  age  65. 

2.  The  new  clause  (ii)  provides  that  the  number  of  years  that  can 
be  dropped  in  a  disability  case  cannot  exceed  one-fifth  of  the  indi- 
vidual's elapsed  years — years  after  1951  or  age  21 ;  if  later,  and  up  to 
the  year  of  onset  of  disability.  Any  resulting  fraction  of  a  year  will 
be  disregarded. 

The  limit  on  the  number  of  dropout  years  will  continue  to  apply  in 
determining  the  worker's  primary  insurance  amount  in  the  event  of 
the  worker's  subsequent  disability,  or  when  he  reaches  age  65,  unless 
he  is  not  entitled  to  disability  insurance  benefits  for  at  least  12  months 
before  he  becomes  eligible  again  for  disability  benefits  or  reaches 
age  65. 

Section  215  (b)  (2)  (A)  is  also  revised  to  provide  for  additional  drop- 
out years  for  certain  people  affected  by  the  reduction  in  dropout  years 
described  above.  Under  this  provision,  where  regular  dropout  years 
are  limited  to  less  than  5  by  reason  of  clause  (ii),  1  year  not  otherwise 
dropped  could  be  dropped  for  each  year  in  which  the  worker  is  re- 
sponsible for  providing,  and  provides,  the  principal  care  of  his  or  her 
child  (or  the  spouse's  child)  under  the  age  of  6  for  at  least  6  full 
months.  (The  total  number  of  regular  and  child  care  dropout  years 
cannot  exceed  5.) 

As  under  present  law,  section  215(b)  (2)  (A)  provides  that  the  num- 
ber of  an  individual's  benefit  computation  years  shall  be  no  less  than  2. 

Section  3(b)  of  the  bill  amends  section  223(a)  (2)  of  the  act  to  add 
a  reference  to  new  section  215(b)  (2)  (A)  (ii). 

Section  3(c)  of  the  bill  provides  that  the  amendments  made  by 
sections  3(a)  and  3(b)  of  the  act,  except  for  the  amendment  providing 
for  child-care  dropout  years,  would  apply  with  respect  to  initial  en- 
titlements to  disability  benefits  beginning  on  or  after  January  1,  1980. 
The  amendment  made  by  section  3(a)  dealing  with  child-care  dropout 
years  would  be  effective  for  monthly  benefits  payable  for  months  after 
1980. 

WORK  INCENTIVE  SUBSTANTIAL  GAINFUL  ACTIVITY  DEMONSTRATION 

PROJECT 

Section  4(a)  of  the  bill  directs  the  Commissioner  of  Social  Security 
to  develop  and  carry  out  experiments  and  demonstration  projects  to 
determine  the  relative  advantages  and  disadvantages  of  alternative 
methods  of  treating  work  activity  of  social  security  disability  benefi- 
ciaries including  a  reduction  in  benefits  based  on  earnings,  with  the 
objective  of  encouraging  disabled  beneficiaries  to  return  to  work. 
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Section  4(b)  provides  that  these  projects  be  of  sufficient  scope  to 
permit  a  thorough  evaluation  of  the  alternative  methods  under  con- 
sideration without  committing  the  disability  insurance  program  to  the 
adoption  of  any  prospective  system  under  consideration. 

Section  4(c)  provides  that  the  Secretary  may  waive  compliance  with 
the  benefit  requirements  of  titles  II  and  XVIII  to  the  extent  necessaiy 
to  effectively  carry  out  such  projects;  however,  no  such  experiment 
or  project  can  be  implemented  until  90  days  after  notification  by  the 
Commissioner  of  Social  Security  to  the  House  Committee  on  Ways 
and  Means  and  the  Senate  Committee  on  Finance.  Periodic  reports 
on  the  progress  of  such  experiments  or  demonstration  projects,  includ- 
ing recommendations  for  changes  in  law  or  administration,  shall  be 
submitted  to  the  committees. 

Section  4(d)  specifies  that  the  Commissioner  of  Social  Security  shall 
submit  to  the  Congress,  no  later  than  January  1,  1983,  a  final  report 
on  the  experiments  and  demonstration  projects,  including  appropriate 
related  data  and  materials. 

Section  4(e)  adds  to  section  201  of  the  Social  Security  Act  a  new 
subsection  (j)  to  provide  that  expenditures  made  for  experiments  and 
demonstration  projects  will  be  made  from  the  Federal  disability  insur- 
ance and  Federal  old-age  and  survivors  trust  funds. 

EXTRAORDINARY  WORK  EXPENSES  DUE  TO  SEVERE  DISABILITY 

Section  5  of  the  bill  amends  section  223(d)  (4)  of  the  Social  Security 
Act  to  provide  that,  where  an  individual's  disability  is  sufficiently 
severe  to  result  in  a  functional  limitation  requiring  assistance  in  order 
for  him  to  work,  an  amount  equal  to  the  cost  to  him  of  necessary 
attendant  care  services,  medical  devices,  equipment,  or  prostheses, 
and  similar  items  and  services  (not  including  routine  drugs  and 
routine  medical  care  and  services  unless  such  drugs  are  necessary  for 
the  control  of  the  disabling  condition) ,  whether  or  not  such  assistance 
is  also  needed  for  his  normal  daily  functions,  shall  be  excluded  from 
his  earnings  in  determining  whether  he  is  able  to  engage  in  substantial 
gainful  activity  by  reason  of  his  earnings. 

PROVISION  OF  TRIAL  WORK  PERIOD  FOR  DISABLED  WIDOWS;  EXTENSION  OF 
ENTITLEMENT  TO  DISABILITY  INSURANCE  BENEFITS  AND  RELATED  BENEFITS 

Section  6(a)  of  the  bill  amends  sections  222(c)  (1)  and  (3)  of  the 
act  to  provide  a  trial  work  period  to  disabled  widows  and  widowers  in 
the  same  manner  as  provided  for  disabled  workers.  These  amendments 
shall  apply  to  those  whose  disability  has  not  ceased  prior  to  enactment. 

Section  6(b)  (1)  of  the  bill  amends  sections  223(a)  (1) ,  202(d)  (1) 
(G),  202(e)  (1),  and  202(f)  (1)  of  the  Social  Security  Act  to  extend 
an  individual's  status  as  a  disabled  individual  for  15  months  after  the 
completion  of  a  9-month  trial  work  period,  as  long  as  he  has  not  medi- 
cally recovered  Subsection  (b)  (2)  adds  a  new  subsection  (e)  to  sec- 
tion 223  to  provide  that  no  benefits  would  be  payable  during  the  last  12 
months  of  this  period  as  long  as  the  individual  is  engaging  in  substan- 
tial gainful  activity.  The  effect  of  this  amendment  will  be  to  allow  an 
individual  to  return  to  benefit  status  without  going  through  the  pr  oc- 
ess of  reestablishing  the  fact  that  he  is  disabled.  Subsection  (b)  (3) 
extends  medicare  coverage  for  beneficiaries  who  have  completed  u 
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period  of  trial  work,  but  who  have  not  medically  recovered,  through 
the  benefit  suspension  period  provided  in  subsections  (b)(1)  and 
(b)  (2)  and  for  24  months  afterward,  or,  if  earlier,  until  the  person 
medically  recovers.  Subsection  (b)  (4)  provides  that  these  amend- 
ments apply  to  those  individuals  whose  disability  has  not  been  deter- 
mined to  have  ceased  prior  to  enactment. 

ELIMINATION  OF  REQUIREMENT  THAT  MONTHS  IN  MEDICARE  WAITING 
PERIOD  BE  CONSECUTIVE 

Section  7(a)  amends  sections  226(b),  1811,  and  1837(g)  (1)  of  the 
Social  Security  Act,  and  section  7(d)  (2)  (ii)  of  the  Railroad  Retire- 
ment Act  of  1974  by  striking  out  the  word  "consecutive"  wherever  it 
appears,  thereby  modifying  the  medicare  24-month  waiting  period 
requirement  so  that  these  months  need  not  be  consecutive. 

Section  7(b)  further  amends  section  226  by  adding  a  new  subsection, 
which  provides  that,  for  an  individual  who  is  reentitled  to  the  same 
type  of  monthly  disability  benefits,  the  24-month  waiting  period  may 
not  include  any  month  in  a  previous  period  of  disability,  if  (1)  the 
individual  is  reentitled  as  a  disabled  worker  and  the  previous  period 
of  disability  terminated  more  than  60  months  before  reentitlement ; 
or  (2)  the  individual  is  reentitled  as  an  adult  disabled  since  childhood, 
or  as  a  disabled  widow  or  widower,  and  the  previous  period  of  dis- 
ability terminated  more  than  84  months  before  reentitlement. 

Section  7(c)  provides  that  these  amendments  apply  to  medicare 
protection  for  months  after  the  month  of  enactment. 

DISABILITY  DETERMINATION;  FEDERAL  REVIEW  OF  STATE  AGENCY 

ALLOWANCES 

Section  8(a)  of  the  bill  amends  section  221  (a)  of  the  Social  Security 
Act  to  provide  that  disability  determinations  shall  be  made  by  State 
agencies  in  States  that  provide  a  written  notice  (rather  than  State 
agreements,  as  under  present  law)  to  the  Secretary  stating  that  they 
wish  to  make  such  determinations,  unless  the  State  has  previously 
been  found  to  have  substantially  failed  to  make  determinations  in 
accordance  with  the  law  and  the  Secretary's  regulations,  or  unless 
the  State  has  previously  declined  to  administer  under  this  section, 
in  which  case  the  Secretary  may  determine  when  and  if  the  State 
may  again  make  disability  determinations.  Section  8(a)  further 
provides  that  disability  determinations  shall  be  made  (or  not  made  for 
specified  classes  of  clamants)  in  accordance  with  regulations  or  other 
written  guidelines  issued  by  the  Secretary.  The  Secretary  is  required 
to  promulgate  regulations  specifying  performance  standards  and 
administrative  procedures  to  assure  effective  and  uniform  adminis- 
tration, and  may  issue  regulations  on  State  agency  administrative 
structure,  and  other  administrative  areas  (examples  are  given  in  the 
bill,  pp.  15-16). 

Section  8(b)  of  the  bill  amends  section  221  (b)  of  the  Social  Security 
Act  to  provide  for  notice  to  a  State  and  opportunity  for  a  hearing  if 
the  Secretary  determines  that  the  State  is  substantially  failing  to 
make  determinations  in  a  manner  consistent  with  the  regulations  and 
other  written  guildelines.  If  the  Secretary  makes  such  a  determination, 
he  thereafter  will  take  over  the  making  of  the  disability  determinations 
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in  that  State  not  earlier  than  the  expiration  of  180  days.  If  the  State 
no  longer  wishes  to  participate  in  the  program  it  must  notify  the 
Secretary  but  shall  continue  to  make  determinations  for  not  less  than 
180  days  after  notification. 

Section  8(c)  of  the  bill  amends  section  221  (c)  of  the  Social  Security 
Act  to  provide  (1)  that  the  Secretary  shall  (rather  than  "may  on  his 
own  motion")  review  State  agency  determinations  that  a  person  is 
under  a  disability;  (2)  that  such  review  shall  be  made  before  a  deter- 
mination is  implemented  and  benefits  are  paid;  and  (3)  that  the 
requirement  that  the  Secretary  review  such  determinations  (per(l) 
above)  will  be  met  if  he  reviews  at  least  15  percent  in  fiscal  year  1980. 
35  percent  in  fiscal  year  1981,  and  65  percent  in  fiscal  year  1982  and 
thereafter. 

Sections  8(d),  (e)  and  (f)  make  conforming  changes  in  the  statutory 
language. 

Section  8(g)  provides  that  the  amendments  made  by  this  section 
shall  be  effective  12  months  after  the  month  of  enactment.  Any  State 
that  has  an  agreement  with  the  Secretary  already  in  effect  on  the 
effective  date  will  be  deemed  to  have  given  the  notice  of  participation 
specified  in  these  amendments.  Thereafter,  States  must  give  180  days 
notice  of  desire  to  cease  making  disability  determinations. 

Section  8(h)  of  the  bill  requires  that  the  Secretary  submit  to  the 
Ways  and  Means  Committee  and  Senate  Finance  Committee  by  Jan- 
uary 1,  1980  a  detailed  plan  on  how  the  Department  expects  to  assume 
the  functions  of  a  State  disability  determination  unit  should  this  be- 
come necessary  under  amendments  made  by  section  8(b).  The  bill  pro- 
vides that  the  plan  should  assume  uninterrupted  and  qualified  opera- 
tion of  the  function  and  include  any  amendments  to  federal  law  re- 
quired to  carry  out  such  a  plan. 

INFORMATION  TO  ACCOMPANY  SECRETARY'S  DECISIONS  AS  TO  CLAIMANT'S 

RIGHTS 

Section  9  (a)  of  the  bill  amends  section  205(b)  of  the  Social  Security 
Act  to  require  that  any  decision  by  the  Secretary  shall  contain  a  state- 
ment of  the  case  setting  forth  (1)  a  list  of  the  pertinent  law  and  regu- 
lations, (2)  a  list  and  summary  of  the  evidence  of  record,  and  (3)  the 
Secretary's  determination  and  the  reason  (s)  upon  which  it  is  based. 

Section  9(b)  provides  that  this  amendment  will  be  effective  with 
respect  to  decisions  made  on  and  after  the  first  day  of  the  second  month 
following  the  month  of  enactment. 

LIMITATION  OF  PROSPECTIVE  EFFECT  OF  APPLICATION 

Section  10  would  amend  section  202 (j)  (2)  of  the  Social  Security 
Act  (with  parallel  amendments  to  sections  216 (i)  (2)  (G)  and  223(b)  ) 
to  shorten  the  prospective  effect  of  an  application  for  benefits  under 
title  II.  In  present  law,  section  202 fi)  (2)  provides  that  if  an  applicant 
satisfies  the  requirements  for  benefits  at  any  time  before  a  final  deci- 
sion of  the  Secretary  is  made,  the  application  is  deemed  to  be  filed  in 
the  first  month  for  which  the  requirements  are  met.  The  amendment 
made  by  this  section  would  allow  the  issuance  of  regulations  to  fore- 
close the  introduction  of  new  evidence  with  respect  to  a  previously 
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filed  application  after  the  decision  is  made  at  the  administrative  hear- 
ing, but  would  not  affect  administrative  or  judicial  remand  authority 
to  remedy  an  insufficiently  documented  case  or  other  defect.  The 
amendments  made  by  this  section  shall  apply  to  applications  filed 
after  the  month  in  which  this  Act  is  enacted. 

LIMITATION  ON   COURT  REMANDS 

Section  11  of  the  bill  amends  section  205(g)  of  the  Social  Security 
Act  to  provide  that  the  court  may,  on  motion  of  the  Secretary  made 
for  good  cause  shown,  remand  a  case  to  the  Secretary  for  further 
action,  and  that  the  court  may  order  new  and  material  evidence  to 
be  taken  before  the  Secretary  if  there  was  good  cause  for  such  evidence 
not  having  been  submitted  previously. 

TIME  LIMITATIONS  FOR  DECISIONS  ON  BENEFIT  CLAIMS 

Section  12  of  the  bill  provides  that  the  Secretary  shall  submit  to 
the  Congress,  no  later  than  January  1,  1980,  a  report  recommending 
the  establishment  of  time  limits  on  decisions  on  benefit  claims.  This 
report  shall  specifically  recommend  the  maximum  periods  of  time 
within  which  (a)  initial,  (h)  reconsideration,  (c)  hearing,  and  (d) 
appeals  council  decisions  should  be  made,  taking  into  consideration 
both  the  need  for  expeditious  processing  of  claims  and  the  need  for 
thorough  consideration  and  accurate  determinations  of  such  claims. 

VOCATIONAL  REHABILITATION  SERVICES  FOR  DISABLED  INDIVIDUALS 

Section  13  of  the  bill  amends  section  222(d)  of  the  Social  Security 
Act  to  change  the  provisions  authorizing  reimbursement  from  the 
social  security  trust  funds  for  the  costs  of  rehabilitation  services 
provided  disabled  individuals  entitled  to  benefits  on  the  basis  of 
disability. 

Section  13(a)  of  the  bill  substitutes  a  revised  section  222(d)  of  the 
Social  Security  Act.  Paragraph  (1)  of  the  revised  section  222(d) 
authorizes  the  transfer  of  sums  from  the  trust  funds  to  enable  the 
Secretary  to  reimburse  the  general  fund  of  the  U.S.  Treasury  for  the 
Federal  share  and  the  State  for  twice  the  State  share  of  the  reasonable 
and  necessary  costs  of  vocational  rehabilitation  services  furnished 
under  a  State  plan  approved  under  title  I  of  the  Rehabilitation  Act  of 
1973  to  disabled  individuals  entitle  to  benefits  on  the  bnsis  of  dis- 
ability which  results  in  performance  of  substantial  gainful  activity 
for  a  continuous  period  of  12  months,  or  which  results  in  their  em- 
ployment for  a  continuous  period  of  12  months  in  a  sheltered  work- 
shop. The  Commissioner  of  Social  Security  will  establish  criteria  to 
determine:  (1)  When  the  vocational  rehabilitation  service  contributed 
to  successful  return  to  SGA  or  employment  in  sheltered  workshops  and 
(2)  the  amount  of  the  costs  to  be  reimbursed.  (Under  present  law,  the 
Secretary  is  authorized  to  pay  the  costs  of  vocational  rehabilitation 
services  for  such  disabled  beneficiaries  but  the  total  amount  available 
for  this  purpose  may  not  exceed  1.5  percent  of  the  total  cash  benefits 
paid  to  disabled  workers,  disabled  widows,  disabled  widowers,  and 
disabled  adult  children  in  the  preceding  fiscal  year.) 
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The  existing  paragraph  (2)  of  section  222(d)  (relating  to  require- 
ments for  State  plans  providing  rehabilitation  services)  is  eliminated 
from  the  revised  section. 

The  existing  paragraph  (3)  of  section  222(d)  (relating  to  agree- 
ments between  the  Secretary  and  public  or  private  agencies  for  re- 
habilitation services  in  States  which  do  not  have  a  plan)  is  eliminated 
from  the  revised  section. 

The  existing  paragraph  (4)  of  section  222(b)  (relating  to  arrange- 
ments for  making  payments  under  this  section)  is  redesignated  as 
paragraph  (2)  and  is  amended  to  provide  that  payments  from  the 
trust  funds  shall  be  made  in  advance  (rather  than  "may  be  made  in 
installments  and  in  advance")  or  by  way  of  reimbursement,  with 
necessary  adjustments  for  overpayments  and  underpayment. 

The  existing  paragraph  (5)  of  section  222(d)  (relating  to  the  Secre- 
tary's authority  to  establish  methods  and  procedures  for  determining 
the  total  amount  to  be  reimbursed  for  the  cost  of  the  services,  and 
the  amounts  to  be  charged  to  the  individual  trust  funds)  is  redesig- 
nated as  paragraph  (3)  without  any  substantive  change. 

The  existing  paragraph  (6)  of  section  222(d)  (relating  to  the  mean- 
ing of  the  term  "vocational  rehabilitation  services")  is  redesignated 
as  paragraph  (4)  and  is  amended  to  state  that  the  term  "vocational 
rehabilitation  services"  would  have  the  meaning  assigned  to  it  in  title 
I  of  the  Rehabilitation  Act  of  1973  (rather  than  "in  the  Vocational 
Rehabilitation  Act"),  except  that  such  services  may  be  limited  in 
type,  scope,  or  amount  in  accordance  with  regulations  designed  by  the 
Secretary  to  achieve  the  purpose  of  this  subsection. 

Section  13(a)  of  the  bill  also  adds  a  new  paragraph  (5)  to  section 
222  (d)  of  the  Social  Security  Act  to  authorize  and  direct  the  Secretary 
to  study  alternative  methods  of  providing  and  financing  the  costs  of 
vocational  rehabilitation  services  to  disabled  beneficiaries  in  order  to 
realize  maximum  savings  to  the  trust  funds,  and,  on  or  before  January 
1,  1980,  to  transmit  a  report  to  the  President  and  the  Congress  con- 
taining findings,  conclusions,  and  any  recommendations. 

Section  13(b)  of  the  bill  provides  that  the  amendment  made  by  sub- 
section (a)  would  apply  with  respect  to  fiscal  years  beginning  after 
September  30, 1980. 

CONTINUED  PAYMENT  OF  BENEFITS  TO  INDIVIDUALS  UNDER  VOCATIONAL 
REHABILITATION  PLANS 

Section  14  of  the  bill  adds  to  section  225  of  the  Social  Security  Act 
a  new  subsection  (b)  to  provide  that  benefits  based  on  disability  will 
not  be  terminated  or  suspended  because  the  physical  or  mental  impair- 
ment on  which  such  entitlement  is  based  has  (or  may  have)  ceased  if 
such  beneficiary  is  participating  in  an  approved  vocational  rehabilita- 
tion program,  and  the  Commissioner  of  Social  Security  determines 
that  the  completion  of  such  program  (or  its  continuation  for  a  speci- 
fied period  of  time)  will  increase  the  likelihood  that  the  beneficiary 
may  be  permanently  removed  from  the  benefit  rolls. 

PAYMENT  FOR  EXISTING  MEDICAL  EVIDENCE 

Section  15(a)  of  the  bill  amends  section  223(d)  (5)  of  the  Social 
Security  Act  to  provide  that  any  non-Federal  hospital,  clinic,  labora- 
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tory,  or  other  provider  of  medical  services,  or  physician  not  in  the 
employ  of  the  Federal  Government,  which  supplies  medical  evidence 
required  by  the  Secretary  for  making  determinations  of  disability, 
shall  be  entitled  to  payment  from  the  Secretary  for  the  reasonable  cost 
of  providing  such  evidence. 

Section  15(b)  provides  that  the  amendment  made  by  subsection  (a) 
shall  apply  with  respect  to  evidence  supplied  on  or  after  the  date  of  the 
enactment  of  the  act. 

PAYMENT  OF  CERTAIN  TRAVEL  EXPENSES 

Section  16  of  the  bill  adds  to  section  201  a  new  subsection  (k)  to 
the  Social  Security  Act  to  authorize  payments  from  the  trust  funds,  to 
individuals  to  cover  travel  expenses  incident  to  medical  examinations 
requested  by  the  Secretary  in  connection  with  disability  determina- 
tions under  section  221,  and  to  applicants,  their  representatives,  and 
all  reasonably  necessary  witnesses  for  travel  within  the  United  States 
(as  defined  in  secion  210 (i) )  to  attend  reconsideration  interviews  and 
roceedings  before  administrative  law  judges  under  title  II  of  the 
ocial  Security  Act.  The  new  subsection  (k)  would  provide  that  pay- 
ments for  air  travel  shall  not  exceed  coach  fare,  unless  first  class  ac- 
commodations are  required  due  to  the  health  condition  of  the  indi- 
vidual or  the  unavailability  of  alternative  accommodations.  Payments 
for  other  means  of  travel  could  not  exceed  the  most  economical  and 
expeditious  arrangements  appropriate  to  such  person's  health. 

PERIODIC  REVIEW  OF  DISABILITY  DETERMINATIONS 

Section  17  of  the  bill  amends  section  221  of  the  Social  Security  Act 
by  adding  a  requirement  that,  unless  a  finding  has  been  made  that 
an  individual's  disability  is  permanent,  the  case  will  be  reviewed  by 
either  the  State  agency  or  the  Secretary,  for  purposes  of  continuing 
eligibility,  at  least  once  every  3  years.  Reviews  of  cases  under  the 
provision  shall  not  be  considered  as  an  addition  to,  and  shall  not  be 
considered  a  substitute  for,  any  other  reviews  of  cases  in  the  admin- 
istration of  the  disability  program. 

V.  Other  Matters  To  Be  Discussed  Under  the  Rules  of  the  House 

1.  In  compliance  with  clause  2(1)  (2)  (B)  of  rule  XI  of  the  Rules  of 
the  House  of  Representatives,  the  following  statement  is  made  rela- 
tive to  the  vote  by  your  committee  on  the  motion  to  report  the  bill,  as 
amended.  The  motion  to  report  the  bill  was  adopted  by  a  voice  vote. 

2.  In  compliance  with  clause  2(1)  (3)  (A)  of  rule  XI  of  the  Rules  of 
the  House  of  Representatives,  the  following  statement  is  made  relative 
to  oversight  findings  by  your  committee. 

For  the  last  5  years  the  full  committee  and,  since  its  establishment, 
the  Subcommittee  on  Social  Security,  have  conducted  extensive  over- 
sight activities  on  the  disability  insurance  program.  These  activities 
are  reflected  in  almost  every  section  of  the  bill  reported  by  your  com- 
mittee. The  following  are  a  few  examples. 
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REPLACEMENT  RATE 

In  late  1975  the  subcommittee  hired  John  H.  Miller,  probably  the 
foremost  disability  insurance  actuary  in  the  country,  to  study  the  then 
deteriorating  actuarial  condition  of  the  system.  Mr.  Miller  pointed 
to  growing  replacement  rates  as  a  major  contributing  factor  to  this 
adverse  experience.  Robert  J.  Myers,  former  Chief  Actuary  of  the 
Social  Security  Administration,  also  emphasized  this  point  in  the 
actuarial  studies  he  prepared  for  the  subcommittee  in  1975  and  1978. 
Our  "decoupling"  legislation  in  1977  and  section  2  (family  benefit 
limitation)  and  section  3  (drop-out  years)  in  your  committee  bill  have 
the  effect  of  substantially  reducing  replacement  rates  so  that  they  are 
neither  so  much  of  an  incentive  to  apply  for  benefits  nor  a  disincen- 
tive for  beneficiaries  to  leave  the  rolls. 

NEEDED  RESEARCH 

Through  its  oversight  activities,  your  committee  found  that  little 
in  the  way  of  pertinent  research  material  is  available  in  the  general 
area  of  work  incentives  for  disabled  workers.  Research  findings  as  to 
the  effect  of  raisin©-  the  amount  of  money  that  constitutes  substantial 
gainful  activity,  trial  work  periods  and  alternative  methods  of  treat- 
ing work  activity  of  disabled  workers  are  urgently  needed  for  en- 
lightened policy  determinations.  Section  4  authorizes  experiments  and 
demonstrations  in  these  areas  and  the  waiver  of  the  disability  insurance 
and  medicare  law  when  appropriate. 

PROGRAM  ACCOUNTABILITY 

As  a  result  of  extensive  staff  investigation  and  studies  by  the  General 
Accounting  Office  in  1976  and  1978,  your  committee  has  found  signifi- 
cant weaknesses  in  the  existing  Federal/State  arrangement  and  be- 
lieves that  a  strengthening  of  the  adjudicative  structure  and  increased 
Federal  supervision  and  control  of  State  decision  making  is  necessary. 
Section  8  carries  out  this  objective  by  authorizing  the  Secretary  of 
Health,  Education,  and  Welfare  to  establish  a  more  cohesive  and  re- 
sponsive system  by  regulation. 

In  addition,  your  committee  has  followed  closely  a  significant  ad- 
ministrative change  in  the  disability  program  made  in  1972  that  wras 
tantamount  to  an  amendment  to  the  statutory  scheme  of  the  program. 
The  change  from  a  broad  pread judicative  to  a  very  narrow  postad- 
judicative  sample  review  of  state  agency  disability  decisions  has  con- 
tributed, in  the  view  of  the  actuaries,  to  higher  disability  incidence 
rates.  Due  in  part  to  the  Subcommittee  on  Social  Security's  oversight 
of  the  quality  assurance  system,  recently  there  has  been  an  improve- 
ment in  the  actuarial  condition  of  the  disability  program.  Section  8 
which  calls  for  a  return  of  Federal  preadjudicative  review  and  section 
17  which  requires  periodic  re-examination  of  beneficiaries  on  the  rolls 
will  enhance  quality  of  decisionmaking. 

REHABILITATION 

As  to  work  incentives  and  rehabilitation,  the  committee  directed  the 
GAO  in  1975  to  study  the  trust  fund  beneficiary  rehabilitation  pro- 
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gram.  It  reported  a  declining  cost-benefit  savings  ratio  for  the  reha- 
bilitation program  and  suggested  an  administrative  freeze  pending 
action  by  the  executive  and  legislative  branches  which  would  emphasize 
the  goal  of  rehabilitations  which  result  in  benefit  terminations.  Section 
13,  which  authorizes  trust  fund  participation  only  on  the  basis  of  the 
beneficiary's  demonstrated  return  to  the  labor  market  evolved  from 
these  studies  and  the  subcommittee  staff's  own  oversight  activities  in 
this  area.  The  GAO  study  also  suggested  numerous  changes  in  the 
work  incentive  aspects  of  the  law.  some  of  which  are  included  in  your 
committee's  bill:  i.e..  the  extension  of  medicare  coverage  after  benefit 
termination  (section  6)  and  elimination  of  the  second  waiting  period 
(section  7). 

COURT  REMAND 

Weaknesses  in  the  court  remand  procedure  have  been  pointed  out  in 
earlier  oversight  studies  (the  Harrison  subcommittee)  and  more  re- 
cently, by  the  Center  for  Administrative  Justice,  whose  study  was 
recommended  by  the  Ways  and  Means  and  Senate  Finance  Commit- 
tees. Section  11  limits  discretion  for  both  the  Secretary  of  HEW  and 
the  courts  in  their  ability  to  make  remands  back  to  the  administrative 
level. 

3.  In  compliance  with  clause  2(1)  (3)  (D)  of  rule  XI  of  the  Rules 
of  the  House  of  Representatives,  your  committee  states  that  no  over- 
sight findings  or  recommendations  have  been  submitted  to  your  com- 
mittee by  the  Committee  on  Government  Operations  with  respect  to  the 
subject  matter  contained  in  the  bill. 

4.  In  compliance  with  clause  7  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  the  following  statement  is  made  relative  to  the  costs 
incurred  in  carrying  out  this  bill.  A  complete  discussion  of  the  costs 
of  the  social  security  program  provisions  of  the  bill  is  contained  in 
section  III  of  this  report,  which  describes  the  financing  and  operations 
of  the  program  as  amended. 

o.  In  compliance  with  clause  2(1)  (4)  of  rule  XI  of  the  Rules  of  the 
House  of  Representatives,  the  Committee  estimates  that  the  enactment 
of  H.R.  3236  will  not  have  a  significant  inflationary  impact  on  the 
national  economy. 

6.  Your  committee's  cost  estimates  relating  to  the  provisions  of  the 
bill,  relating  to  the  Old- Age.  Survivors  and  Disability  Insurance  pro- 
gram and  the  Hospital  Insurance  programs,  which  were  furnished  to 
the  committee  by  the  Department  of  Health,  Education,  and  Welfare, 
constitute  the  best  information  available  at  this  time.  Estimates  of  the 
bill's  impact  on  general  revenue  expenditures  are  set  forth  in  the 
materials  supplied  by  the  Congressional  Budget  Office,  which  follow. 

7.  In  compliance  with  clause  2(1)  (3)  (B)  of  rule  XI  of  the  Rules  of 
the  House  of  Representatives,  your  committee  advises  that  H.R.  3236. 
as  reported  by  your  committee,  involves  no  new  or  increased  tax  ex- 
penditures, and  the  new  budget  authority  involved  therein  is  tabulated 
in  the  report  of  the  Congressional  Budget  Office,  below. 

8.  In  compliance  with  clause  2(1)  (3)  (C)  of  rule  XI  of  the  Rules  of 
the  House  of  Representatives,  the  cost  estimate  supplied  your  com- 
mittee by  the  Congressional  Budget  Office  follows: 
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Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  B.C.,  April  19, 1979. 

Hon.  Al,  Ullman, 

Chairman,  Committee  on  W ays  and  Means, 

U.S.  Home  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  Sections  308(a)  and  403  of  the 
Congressional  Budget  Act,  the  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimate  for  H.R.  3236,  a  bill  to  amend  title  II 
of  the  Social  Security  Act  to  provide  better  work  incentives  and  im- 
proved accountability  in  the  disability  insurance  program,  and  for 
other  purposes. 

Should  the  committee  so  desire,  Ave  would  be  pleased  to  provide  fur- 
ther details  on  this  estimate. 
Sincerely, 

Alice  M.  Rivlin, 

Director. 

Congressional  Budget  Office — Cost  Estimate 

1.  Bill  number:  H.R.  3236. 

2.  Bill  title :  To  amend  Title  II  of  the  Social  Security  Act  to  provide 
better  work  incentives  and  improved  accountability  in  the  disability 
insurance  (DI)  program,  and  for  other  purposes. 

3.  Bill  status :  As  ordered  reported  by  the  Committee  on  Ways  and 
Means  on  April  9, 1979. 

4.  Bill  purpose:  The  primary  purposes  of  this  bill  are  (1)  to  limit 
benefits  to  new  disability  recipients  with  families  and  to  younger  dis- 
abled workers;  (2)  to  provide  certain  work  incentives  with  the  objec- 
tive of  increasing  the  recovery  rate  of  disabled  workers;  (3)  to  codify 
and  strengthen  certain  administrative  practices. 

5.  Cost  estimates :  It  is  estimated  that  H.R.  3236  will  result  in  a  net 
reduction  in  outlays  from  the  disability  insurance  trust  fund.  Budget- 
ary authority  is  estimated  to  rise  as  a  result  of  increased  interest  from 
the  larger  trust  fund  balances.  The  effects  on  the  DI  trust  fund  are 
shown  below. 

Estimated  change  in  DI  outlays  and  budget  authority 
Estimated  budget  authority : 


Fiscal  vear:  Millions 

1980    c1) 

1981    $13 

1982    45 

1983    99 

1984    173 

Estimated  outlays : 

Fiscal  year : 

1980    -17 

1981    -337 

1982    —620 

1983    -924 

1984   —1,212 


1  Less  than  $500,000. 

H.R.  3236  affects  outlays  in  other  income  maintenance  programs  and  in  the 
hospital  insurance  (HI)  and  supplemental  medical  insurance  (SMI)  trust  funds. 
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Required  budget  authority  in  the  income  maintenance  programs  which  are  entitle- 
ments would  change  by  the  estimated  change  in  outlays.  Budget  authority  in  the 
HI  and  SMI  change  by  the  change  in  interest  resulting  from  the  changed  trust 
fund  balances. 

The  net  effect  on  the  total  federal  budget  is  given  below : 

Estimated  net  costs  or  savings  to  the  Federal  budget 
Estimated  budget  authority : 


Fiscal  vear :  Millions 

1980    $26 

1981    51 

1982    79 

1983    120 

1984    197 

Estimated  outlays : 

Fiscal  year : 

1980    24 

1981    —241 

1982    -496 

1983    -816 

1984    —1,135 


6.  Basis  for  estimates  :  The  tables  below  summarize  the  major  provisions  affect- 
ing the  DI  trust  funds  and  the  other  federal  offsets. 

TABLE  1.— ESTIMATED  COSTS  AND  SAVINGS  TO  THE  DISABILITY  INSURANCE  TRUST  FUND  OF  MAJOR  PROVISIONS 

OF  H.R.  3236 

[By  fiscal  years,  in  millions  of  dollars] 


Fiscal  year 


1980 

1981 

1982 

1983 

198 

Combined  provisions  to  limit  total  family  benefit  and  reduce 

the  number  of  dropout  years  for  younger  workers.  

—72 

—244 

—439 

-615 

-773 

65  percent  preadjudicative  review  of  initial  determinations  by 

fiscal  year  1982      

—8 

—35 

—99 

—199 

—301 

Review  of  continuing  disability  cases  once  every  3  yrs.  ..... 

23 

16 

—1 

-22 

—42 

Reimbursement  to  States  for  vocational  rehabilitation  only  when 

recipient  is  successfully  rehabilitated  

0 

-118 

—129 

—141 

-154 

More  detailed  notices  of  denials   

19 

20 

21 

22 

23 

Costs  to  DI  of  other  sections                     ..  .    

21 

24 

27 

31 

35 

Total  DI  trust  fund  savings  

—17 

—337 

—620 

—924 

—1,212 

1  Savings  of  the  DI  trust  fund  are  partially  offset  by  costs  to  other  income  maintenance  and  health  programs.  In  addition, 
certan  provisions  of  this  bill  affect  the  SSI  program.  The  impact  of  ths  bill  on  these  other  programs  is  shown  in  table  2. 

TABLE  2— ESTIMATED  CHANGE  IN  OUTLAYS  IN  OTHER  FEDERAL  INCOME  MAINTENANCE  PROGRAMS  AND  TO  THE 
HI  AND  SMI  TRUST  FUNDS  FROM  PROVISIONS  OF  H.R.  3236 

[In  millions  of  dollars] 


Fiscal  year 


1980 

1981 

1982 

1983 

1984 

Cap  on  family  benefits  and  reduced  number  of  dropout  years: 

Federal  income  maintenance  programs  estimated  outlays  

11 

39 

67 

93 

113 

2  12-mo  trial  work  period  and  2-yr  extension  of  medicare: 

HI :  Estimated  outlays  

11 

38 

61 

67 

73 

SMI :  Estimated  outlays  

7 

25 

39 

43 

47 

Increased  review  of  initial  DI  awards: 

HI :  Estimated  outlays                           .  ...  

0 

0 

-2 

-8 

-26 

SMI :  Estimated  outlays                                         .  - 

0 

0 

-1 

-5 

-17 

Periodic  review  of  continuing  DI  cases: 

HI :  Estimated  outlays  .  ...   

-2 

-5 

-9 

-14 

-19 

SMI :  Estimated  outlays.               ..             .-  -  - 

-1 

-3 

-6 

-9 

-12 

Supplemental  security  income  1   .    .  ..  .    

15 

2 

-25 

-59 

-82 

Total  estimated  outlays           .  .  .                     --  - 

41 

96 

124 

108 

77 

1  These  costs  or  savings  to  SSI  represent  administration  estimates  resulting  from  provisions  to  increase  the  pread- 
judicative review  of  initial  allowances  and  implementation  of  the  periodic  review  of  continuing  DI  cases. 
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Section  2  and  3 — Limitations  on  Total  Famil  Benefits  in  Disability 
Oases,  and  the  Reduction  in  the  Number  of  Drop-out  Years  for 
Y owing er  Disabled  Workers 

Section  2  changes  the  way  the  maximum  family  benefit  is  computed 
by  providing  that  the  total  family  benefit  not  exceed  80  percent  of 
average  indexed  monthly  earnings  (but  not  to  fall  below  the  primary 
insurance  amount)  or  150  percent  of  the  worker's  primary  insurance 
amount.  Section  3  reduces  the  number  of  "drop-out"  years  that  may 
be  taken  for  calculating  AIME  for  younger  workers.*  The  provision, 
however,  also  allows  one  drop-out  year  for  each  year  in  which  a  worker 
had  provided  the  principal  care  of  a  child  under  age  6  (but  not  to 
exceed  5  drop-out  years). 

Close  to  30  percent  of  disabled  worker  beneficiaries  receive  depend- 
ents benefits  and  of  this  group  an  estimated  84  percent  would  receive 
reduced  family  benefits  as  a  result  of  sections  2  and  3  combined.  On 
average,  the  benefit  for  disabled  worker  beneficiaries  with  dependents 
would  be  lower  by  15  percent  under  H.R.  3236.  As  indicated  in  the 
table  below,  total  savings  in  fiscal  year  1980  attributable  to  reduced 
benefits  to  beneficiaries  with  dependents  are  estimated  to  be  $64  mil- 
lion, rising  to  $672  million  in  1984.  Some  lower  income  beneficiaries, 
however,  would  receive  offsetting  increases  in  income  maintenance 
payments  estimated  to  be  $8  million  in  1980,  rising  to  $83  million  by 
1984.  As  indicated  in  the  table,  smaller  savings  in  DI  payments  and 
costs  in  terms  of  increased  income  maintenance  payments  are  esti- 
mated for  workers  without  dependents  benefits  as  a  result  of  the  drop- 
out provision. 

CBO  estimates  are  based  on  a  sample  of  disabled  workers  (and  their 
families)  awarded  benefits  between  1973  and  1976.  In  order  to  project 
benefits  for  workers  first  coming  on  the  rolls  in  1980,  the  earnings 
histories  of  the  workers  in  the  sample  were  wage  indexed  and  the  new 
wage  indexed  formula  was  applied  to  these  earnings.  Benefits  were  ad- 
justed to  account  for  the  higher  level  of  AIME  between  1973-1976 
and  1980,  1981,  1982,  and  so  on  using  CBO  economic  assumptions. 
Benefits  were  calculated  under  current  (1980)  law  and  under  the  pro- 
visions of  H.R.  3236  to  derive  the  change  in  benefits  from  current  law 
in  each  year,  1980-1984. 

ESTIMATED  SAVINGS  IN  DISABILITY  INSURANCE  PAYMENTS  AND  INCREASES  IN  FEDERAL  INCOME  MAINTENANCE 
PAYMENTS  ARISING  FROM  H.R.  3236  PROVISIONS  LIMITINGTOTAL  FAMILY  BENEFIT  AND  REDUCINGTHE  NUMBER 
OF  DROPOUT  YEARS  FOR  YOUNGER  WORKERS 

[In  millions  of  dollars] 


Fiscal  year 

1980        1981         1982        1983  1984 


Workers  with  dependents  benefits: 

Savings  in  DI  benefits    

Offsetting  increases  in  Federal  income  maintenance  pay- 
ments    

Net  savings  in  Federal  outlays  

Workers  without  dependents  benefits: 

Savings  in  DI  benefits     

Offsetting  increases  in  Federal  income  maintenance  pay- 
ments    

Net  savings  in  Federal  outlays    

Total:  All  workers: 

Total  savings  in  DI  benefits  

Total  increases  in  Federal  income  maintenance  payments.. 

Net  savings  in  Federal  outlays    


64 

216 

387 

539 

672 

8 

28 

49 

67 

83 

56 

188 

338 

472 

589 

8 

28 

52 

76 

101 

3 

11 

18 

26 

30 

5 

17 

34 

50 

71 

72 

244 

439 

615 

773 

11 

39 

67 

93 

113 

61 

205 

372 

522 

660 
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The  estimate  assumes  that  150,000  disabled  workers  with  dependents 
would  be  awarded  benefits  in  1980  and  that  the  number  of  new  awards 
for  this  category  of  workers  would  decline  slightly  each  year,  reflect- 
ing the  general  decline  in  family  size.  The  savings  in  benefits  were  ap- 
plied to  each  cohort  of  new  awards  and  adjustments  were  made  for 
subsequent  terminations  in  family  benefits  due  to  various  factors — 
death,  aging  of  children,  recovery. 

The  estimates  given  do  not  assume  any  change  in  beneficiaries  as  a 
result  of  the  reduction  in  benefits.  Based  on  past  experience,  however, 
one  could  expect  some  reduction  in  the  number  of  disabled  workers 
applying  for  benefits.  A  CBO  study  indicates  that  a  1  percent  reduc- 
tion in  benefits  has  been  associated  with  a  0.85  percent  reduction  in 
beneficiaries.  Allowing  for  this  factor  could  lead  to  an  additional 
reduction  in  DI  outlays  of  $200  to  $400  million  by  1984. 

Sections  6  and  7 — Expansion  of  Trial  Work  Period  and  Elimination 
of  Requirement  that  Months  in  Medicare  Waiting  Period  Be 
Consecutive 

These  provisions  extend  the  trial  work  period  for  disabled  workers 
by  an  additional  12  months  for  a  total  of  24  months.  Although  cash 
benefits  will  still  be  terminated  after  the  first  12  months  as  under  cur- 
rent law,  medicare  coverage  will  be  extended  for  three  more  years 
to  those  who  continue  to  work  beyond  the  first  12  month  period.  In 
addition,  the  provisions  grant  immediate  resumption  of  medicare 
coverage  (no  24  months  waiting  period)  for  those  who  return  to  the 
rolls  after  a  period  of  time  off  the  rolls. 

These  provisions  are  expected  to  have  a  negligible  effect  on  cash 
benefit  payments  to  disabled  workers,  although  they  will  result  in 
added  costs  to  the  medicare  hospital  insurance  (HI)  and  supplemen- 
tary medical  insurance  (SMI)  programs.  Based  on  an  enactment  date 
of  October  1, 1980,  benefits  in  these  programs  are  estimated  to  increase 
as  follows : 


HI: 

Fiscal  year :  Millions 

1980    11.0 

1981   37.8 

1982    60.6 

1983    66.6 

1984    73.1 

SI: 

Fiscal  year : 

1980    7. 1 

1981   24.5 

1982   39.3 

1983    43.  1 

1984    47.  3 


Medicare  costs  increase  partly  because  of  the  expanded  entitlement 
to  medicare  for  those  who  would  normally  terminate  benefits  after 
their  original  12  month  trial  work  period.  Based  on  recent  data  on  the 
number  of  workers  leaving  the  rolls  after  completing  a  trial  work 
period  it  is  estimated  that  20,000  workers  would  leave  the  rolls  in  fiscal 
year  1980  and  become  eligible  for  extended  medicare  benefits  at  an 
estimated  average  annual  cost  to  $880  in  HI  and  $570  in  SMI  per 
eligible  disabled  worker.  These  average  costs  are  expected  to  increase 
by  9  percent  a  year. 

The  remainder  of  medicare  cost  increases  are  incurred  because  those 
who  normally  return  to  the  rolls  after  a  period  off  the  rolls  will  have 
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their  medicare  benefits  reinstated  without  a  waiting  period.  About 
40,000  workers  are  estimated  to  terminate  DI  benefits  in  1980  (based 
on  recent  experience)  for  reasons  other  than  completion  of  the  trial 
work  period  (such  as  recovery)  :  Of  this  group  an  estimated  5,000  per- 
sons are  expected  to  return  to  the  rolls  within  the  year,  thereby  becom- 
ing eligible  for  resumption  of  medicare. 

With  respect  to  the  effect  of  these  provisions  on  DI  cash  benefit 
payments,  some  workers  may  be  encouraged  to  work  beyond  the  first 
12  month  trial  period  because  of  the  continued  medicare  coverage  and 
this  would  ultimately  produce  savings.  On  the  other  hand,  some  work- 
ers may  find  it  easier  to  return  to  the  rolls  because  of  the  elimination 
of  the  waiting  period  and  this  Would  increase  costs.  These  incentive 
effects,  however,  are  expected  to  have  only  a  minimal  net  effect  on  the 
number  of  disabled  worker  beneficiaries. 

Section  8. — Disability  Determinations,  Federal  Review  of  State 
Agency  Allowances 

This  section  directs  the  Secretary  of  Health,  Education  and  Welfare 
to  expand  the  pread judicative  review  of  all  initial  disability  allow- 
ances. This  review  is  to  be  15  percent  in  fiscal  year  1980,  35  percent  in 
1981,  and  65  percent  in  1982. 

The  estimate  of  the  net  savings  resulting  from  this  provision  is  based 
on  the  methodology  developed  in  a  June  1978  study  by  CBO.  This 
study  used  data  on  the  gross  percentages  of  initial  state  allowances  re- 
turned by  BDI  to  the  states  and  the  percentage  of  those  subsequently 
denied,  contained  in  the  print,  "Disability  Insurance  Program,  1978,'' 
Social  Security  Subcommittee  of  the  Committee  on  Ways  and  Means, 
February  1978.  From  a  6  month  review  of  6,299  Title  II  initial  dis- 
ability allowances,  23.6  percent  were  returned  to  the  states  and  22.1 
percent  of  these  were  denied.  Using  these  two  percentages,  the  num- 
ber of  initial  allowances  denied  can  be  estimated.  Allowances  were 
made  in  the  estimate  for  the  man  year  costs  of  implementation,  infla- 
tion and  for  normal  deterioration  from  the  DI  rolls.  Individuals  who 
are  denied  DI  benefits  also  lose  the  medicare  benefits  to  which  they 
would  have  been  entitled  after  a  two  year  waiting  period. 

Estimated  savings  to  the  DI  as  well  as  the  hospital  insurance  and 
supplementary  medical  insurance  trust  funds  are  as  follows : 

DI  cash  benefits : 


Fiscal  year :  Millions 

1980    -$8 

1981    -35 

1982    -99 

1983    -199 

1984    -301 

HI  benefits : 

Fiscal  year : 

1980    0 

1981   0 

1982    -2 

1983    -8 

1984    -26 

SMI  benefits : 
Fiscal  year : 

1980    0 

1981   -   0 

1982    -1 

1983    -5 

1984   -17 
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Section  9. — Information  to  Accompany  Secretary"1  s  Decisions  as  to 
Claimants*  Rights 
This  section  requires  the  Secretary  of  HEW  to  provide  a  detailed 
explanation  to  an  applicant  denied  a  disability  award  of  the  reasons 
for  the  denial,  and  a  shorter  notice  to  those  whose  awards  are  allowed. 
Taken  literally,  to  provide  each  applicant  a  u.  .  .  list  of  the  evidence 
of  record  and  a  summary  of  the  evidence  .  .  ."  in  an  understandable 
form  could  require  a  considerable  effort.  The  administration  estimates 
that  increased  manpower  needs  to  implement  this  provision  only  for 
DI  determinations  would  cost  as  follows  : 

DI : 

Fiscal  year :  Millions 

1980    $19 

1981    20 

1982    21 

1983    22 

1984    23 

CBO  agrees  that  a  lengthy  response  to  each  applicant  could  add 
these  amounts  to  costs.  If  this  provision  is  not  interpreted  fo  mean 
that  brief  letters  must  also  be  sent  to  all  DI  allowances,  approximately 
20  percent  would  be  saved  from  these  costs.  If.  in  addition,  OASI 
applicants  are  also  to  receive  this  information,  then  there  would  be 
considerable  cost  to  the  OASI  trust  fund.  It  should  be  pointed  out 
however,  that  if  this  provision  were  interpreted  by  the  Administration 
to  require  only  a  brief  note  to  the  denied  DI  applicant,  then  these  costs 
could  fall  by  one-half  or  more. 

Section    IS. — Vocational    Rehabilitation    Services    for  Disabled 
Individuals 

This  provision  would  grant  state  vocational  rehabilitation  agencies 
payments  for  having  rehabilitated  a  disabled  recipient  only  if  that 
recipient  has  been  successfully  returned  to  work. 

The  provision  is  meant  to  be  an  incentive  for  states  to  encourage 
rehabilitation,  since  very  few  DI  recipients  currently  are  terminated 
for  this  reason.  This  section  is  effective  as  of  the  start  of  fiscal  year 
1981.  Savings  from  this  provision  represent  most  of  the  costs  now  being- 
paid  to  the  states  under  current  law  for  rehabilitation  services  and  are 
estimated  to  be  as  follows : 
DI: 

Fiscal  vear:  Millions 

1980    0 

1981   -$11S 

1982    -129 

1983    -141 

1984   -154 

Section  17 — Periodic  Revieiv  of  Continuing  Disability  Cases 

This  section  requires  all  non-permanent  continuing  disability  cases 
to  be  reviewed  every  three  years.  In  the  middle  of  1977,  a  100  percent 
yearly  review  (since  reduced  to  50  percent)  was  instituted  of  all  con- 
tinuances of  "diaried"  cases  where  recovery  seemed  probable.  It  is 
unclear  if  many  (or  most)  of  these  cases  are  identical  to  those  to  be 
deemed  non-permanent,  but  it  allows  a  way  to  estimate  a  probable 
savings  from  this  provision  (although  there  is  no  current  formal  defini- 
tion of  a  non-permanent  DI  case).  The  current  review  is  believed  to 
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be  partially  responsible  for  the  .8  percent  increase  in  terminations 
since  1976  (about  20,000  cases).  If  one-half  of  these  terminations  were 
due  to  this  continuing  disability  review,  then  by  1982  a  total  of  10,000 
cases  would  have  been  terminated  which  might  not  have  been.  Man- 
power costs  are  based  on  Administration  estimates  of  their  potential 
needs  to  review  the  additional  cases.  Assuming  an  equal  implementa- 
tion over  the  three  year  period  in  which  all  cases  must  be  reviewed,  the 
five  year,  costs  or  savings  to  DI,  HI  and  SMI  are  estimated  as  follows : 

DI: 

Fiscal  year :  -  Millions 

1980    $23 

1981   16 

1982   -1 

1983   :   —22 

1984    —42 

HI: 

Fiscal  year: 

1980    -2 

1981    -5 

1982    -9 

1983    -14 

1984    -19 

SMI: 

Fiscal  year : 

1980    -1 

1981    -3 

1982    -6 

1983    -9 

1984   -12 

This  section  can  also  be  interpreted  as  directing  the  social  security 
administration  to  formalize  the  type  of  review  they  are  already  doing. 
If  that  is  the  case,  and  the  intent  of  the  provision,  there  conceivably 
could  be  no  costs  or  savings  to  the  provision. 


OTHER  SECTIONS 


The  remaining  sections  of  the  bill  have  only  minor  costs.  The  provi- 
sions to  allow  disabled  workers  to  deduct  impairment  related  work 
expenses  from  earnings  in  determining  substantial  gainful  activity 
(section  5)  accounts  for  most  of  the  cost  in  this  group.  Other  provisions 
direct  the  Department  of  Health,  Education  and  Welfare  to  pay  for 
certain  travel  expenses,  conduct  a  number  of  demonstration  projects 
and  to  pay  for  or  collect  costs  of  other  minor  services.  These  total  costs 
are  shown  below. 


DI: 

Fiscal  year :  Millions 

1980    $21 

1981    24 

1982    27 

1983    31 

1984    35 


7.  Estimate  comparison :  None. 

8.  Previous  CBO  estimates :  H.R.  2054,  as  reported  to  the  full  com- 
mittee on  March  20, 1979. 

9.  Estimate  prepared  by :  Stephen  Chaikind ;  June  O'Neill. 

10.  Estimate  approved  by : 

C.  G.  Nuckols 
(For  James  L.  Blum,  Assistant  Director 

for  Budget  Analysis). 
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VI.  Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  re- 
ported, are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing  law 
in  which  no  change  is  proposed  is  shown  in  roman)  : 

SOCIAL  SECURITY  ACT 
******* 

TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS 

*  *  *  *  *  *  * 

FEDERAL  OLD-AGE  AXD  SURVIVORS  INSURANCE  TRUST  FUND  AND  FEDERAL 
DISABILITY  INSURANCE  TRUST  FUND 

Section  201.  (a)  *  *  * 

*  *  *  *  *  *  * 

(j)  Expenditures  made  for  experiments  and  demonstration  projects 
under  section  If,  of  the  Disability  Insurance  Amendments  of  1979  shall 
be  made  from  the  Federal  Disability  Insurance  Trust  Fund  and  the 
Federal  Old- Age  and  Survivors  Insurance  Trust  Fund,  as  determined 
appropriate  by  the  Secretary. 

(k)  There  are  authorized  to  be  made  available  for  expenditure,  out 
out  of  the  Federal  Old- Age  and  Survivors  Insurance  Tr-ust  Fund  and 
the  Federal  Disability  Insurance  Trust  Fund  (as  determined  appro- 
priate by  the  Secretary) ,  such  amounts  as  are  required  to  pay  travel 
expenses,  either  on  an  actual  cost  or  commuted  basis,  to  individuals 
for  travel  incident  to  medical  examinations  requested  by  the  Secre- 
tary in  conneciton  with  disability  determinations  under  section  221, 
and  to  parties,  their  representatives,  and  all  reasonably  necessary  wit- 
nesses for  travel  within  the  United  States  (as  defined  in  section 
210 (i))  to  attend  reconsideration  interviews  and  proceedings  be f 'ore 
administrative  law  judges  with  respect  to  such  determinations.  The 
amount  available  under  the  preceding  sentence  for  payment  for  air 
travel  by  any  person  shall  not  exceed  the  coach  fare  for  air  travel  be- 
tween the  points  involved  unless  the  use  of  first-class  accommodations 
is  required  (as  determined  under  regulations  of  the  Secretary)  because 
of  such  person's  health  condition  or  the  unavailability  of  alternative 
accommodations;  and  the  amount  available  for  payment  for  other 
travel  by  any  person  shall  not  exceed  the  cost  of  travel  (between  the 
points  involved)  by  the  most  economical  and  expeditious  means  of 
transportation  appropriate  to  such  person's  health  condition,  as  speci- 
fied in  such  regulations. 

OLD-AGE  AND  SURVTVORS  INSURANCE  BENEFIT  PAYMENTS 

Old-Age  Insurance  Benefits 


Sec.  202.  (a)  *  *  * 
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Child's  Insurance  Benefits 

(d)  (1)  Every  child  (as  defined  in  section  216(e) )  of  an  individual 
entitled  to  old-age  or  disability  insurance  benefits,  or  of  an  individual 
who  dies  a  fully  or  currently  insured  individual  if  such  child — 

(A)  *  *  * 

******* 

(G)  if  such  child  was  under  a  disability  (as  so  defined)  at  the 
time  he  attained  the  age  of  18,  or  if  he  was  not  under  a  disability 
(as  so  defined)  at  such  time  but  was  under  a  disability  (as  so  de- 
fined) at  or  prior  to  the  time  he  attained  (or  would  attain)  the 
age  of  22,  the  later  of  (i)  the  third  month  following  the  month 
in  which  he  ceases  to  be  under  such  disability  [or  (if  later)]  (or, 
if  later,  and  subject  to  section  223(e) ,  the  fifteenth  month  follow- 
ing the  end  of  such  individual's  trial  work  period  determined  by 
application  of  section  222(c)(4)(A)),  or  (ii)  the  earlier  of — 

(E(i)3  (^)  the  first  month  during  no  part  of  which  he  is  a 
full-time  student,  or 

[(ii)]  (//)  the  month  in  which  he  attains  the  age  of  22, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month. 

Entitlement  of  any  child  to  benefits  under  this  subsection  on  the  basis 
of  the  wages  and  self-employment  income  of  an  individual  entitled  to 
disability  insurance  benefits  shall  also  end  with  the  month  before 
the  first  month  for  which  such  individual  is  not  entitled  to  such  bene- 
fits unless  such  individual  is,  of  for  such  later  month,  entitled  to  old- 
age  insurance  benefits  or  unless  he  dies  in  such  month.  No  payment 
under  this  paragraph  may  be  made  to  a  child  who  would  not  meet  the 
definition  of  disability  in  section  223(d)  except  for  paragraph  (1)  (B) 
thereof  for  any  month  in  which  he  engages  in  substantial  gainful 
activity. 

******* 
Widow's  Insurance  Benefits 

(e)  (1)  The  widow  (as  defined  in  section  216(c) )  and  every  surviv- 
ing divorced  wife  (as  defined  in  section  216(d) )  of  an  individual  who 
died  a  fully  insured  individual,  if  such  widow  or  such  surviving  di- 
vorced wife — 

(A)  is  not  married, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
tion 223(d) )  which  began  before  the  end  of  the  period  specified 
in  paragraph  (5), 

(C)  (i)  has  filed  application  for  widow's  insurance  benefits,  or 
was  entitled  to  wife's  insurance  benefits,  on  the  basis  of  the  wages 
and  self-employment  income  of  such  individual,  for  the  month 
preceding  the  month  in  which  he  died,  and  (I)  has  attained  age 
65  or  (II)  is  not  entitled  to  benefits  under  subsection  (a)  or  section 
223,  or 

(ii)  was  entitled,  on  the  basis  of  such  wages  and  self -employ- 
ment income,  to  mother's  insurance  benefits  for  the  month  pre- 
ceding the  month  in  which  she  attained  age  65,  and 
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(D)  is  not  entitled  to  old-age  insurance  benefits  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  of  such  deceased  individual,  shall  be  en- 
titled to  a  widow's  insurance  benefit  for  each  month,  beginning 
with — 

(E)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  she  becomes  so  entitled  to  such 
insurance  benefits,  or 

(F)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof — 

(i)  the  first  month  after  her  waiting  period  (as  defined  in 
paragraph  (6))  in  which  she  becomes  so  entitled  to  such 
insurance  benefits,  or 

(ii)  the  first  month  during  all  of  which  she  is  under  a  dis- 
ability and  in  which  she  becomes  so  entitled  to  such  insurance 
benefits,  but  only  if  she  was  previously  entitled  to  insurance 
benefits  under  this  subsection  on  the  basis  of  being  under  a 
disability  and  such  first  month  occurs  (I)  in  the  period 
specified  in  paragraph  (5)  and  (II)  after  the  month  in  which 
a  previous  entitlement  to  such  benefits  on  such  basis 
terminated, 

and  endmg  wifh  the  month  preceding  the  first  month  in  which  any 
of  the  following-  occurs:  she  remarries,  dies,  becomes  entitled  to  an 
old-age  insurance  benefit  equal  to  or  exceeding  the  primary  insur- 
ance amount  of  such  deceased  individual,  or,  if  she  became  entitled  to 
such  benefits  before  she  attained  age  60,  the  third  month  following  the 
month  m  which  her  disabilitv  ceases  (unless  she  attains  acre  65  on  or 
before  the  last  dav  of  such  third  month)  or,  if  later  (and  sirhjeet  to 
section  223(e) ) ,  the  fifteenth  month  foJIoiv^'ng  the  end  of  su^h  individ- 
ual''s  trwl  %®ork  period  determined  by  application  of  section  222 
(c)(4)(A). 

*  *  *  *  *  *  * 

Widower's  Insurance  Benefits 

(f )  (1)  The  widower  (as  defined  in  section  21 6(g) )  of  an  individual 
who  died  a  fully  insured  in  dividual,  if  such  widoAver — 

(A)  has  not  remarried, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  a^e  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  section 
223(d))  which  began  before  the  end  of  the  period  specified  in 
paragraph  (6), 

(C)  has  filed  application  for  widower's  insurance  benefits  or 
was  entitled  to  husband's  insurance  benefits,  on  the  basis  of  the 
wages  and  self -employment  income  of  such  individual,  for  the 
month  preceding  the  month  in  which  she  died,  and  (I)  has  at- 
tained age  65  or  (II)  is  not  entitled  to  benefits  under  subsection 
(a)  or  section  223, 

(D)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  of  his  deceased  wife, 

shall  he  entitled  to  a  widower's  insurance  benefit  for  each  month, 
beginning  with — 
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(E)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  he  becomes  so  entitled  to  such 
insurance  benefits,  or 

(F)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof — 

(i)  the  first  month  after  his  waiting  period  (as  defined  in 
paragraph  (7))  in  which  he  becomes  so  entitled  to  such  in- 
surance benefits,  or 

(ii)  the  first  month  during  all  of  which  he  is  under  a  dis- 
ability and  in  which  he  becomes  so  entitled  to  such  insurance 
benefits,  but  only  if  he  was  previously  entitled  to  insurance 
benefits  under  this  subsection  on  the  basis  of  being  under  a 
disability  and  such  first  month  occurs  (I)  in  the  period  speci- 
fied in  paragraph  (6)  and  (II)  after  the  month  in  which  a 
previous  entitlement  to  such  benefits  on  such  basis  terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any  of 
the  following  occurs :  he  remarries,  dies,  or  becomes  entitled  to  an  old- 
age  insurance  benefit  equal  to  or  exceeding  the  primary  insurance 
amount  of  his  deceased  wife,  or,  if  he  became  entitled  to  such  benefits 
before  he  attained  age  60,  the  third  month  following  the  month  in 
which  his  disability  ceases  (unless  he  attains  age  65  on  or  before  the 
last  day  of  such  third  month)  or,  if  later  (and  subject  to  section 
223( eJJ,  the  fifteenth  month  following  the  end  of  such  individuaVs 
trial  work  period  determined  by  application  of  section  222 (c)  (4)  (^.)- 

Application  for  Monthly  Insurance  Benefits 

(j)(D  *  *  * 

(2)  An  application  for  any  monthly  benefits  under  this  section  filed 
before  the  first  month  in  which  the  applicant  satisfies  the  require- 
ments for  such  benefits  shall  be  deemed  a  valid  application  (and  shall 
be  deemed  to  have  been  filed  in  such  first  month)  only  if  the  applicant 
satisfies  the  requirements  for  such  benefits  before  the  Secretary  makes 
a  final  decision  on  the  applicationf.  If  upon  final  decision  by  the  Secre- 
tary, or  decision  upon  judicial  review  thereof,  such  applicant  is  found 
to  satisfy  such  requirements,  the  application  shall  be  deemed  to  have 
been  filed  in  such  first  month],  and  no  request  under  section  205(b) 
for  notice  and  opportunity  for  a.  hearing  thereon  is  made  or,  if  such 
a  request  is  made,  before  a  decision  based  upon  the  evidence  adduced 
at  the  hearing  is  made  (regardless  of  whether  such  decision  becomes  the 
final  decision  of  the  Secretary). 

REDUCTION  OF  INSURANCE  BENEFITS 

Maximum  Benefits 

Sec.  203.  (a)  (1)  In  the  case  of  an  individual  whose  primary  insur- 
ance amount  has  been  computed  or  recomputed  under  section  215(a) 
(1)  or  (4),  or  section  215(d),  as  in  effect  after  December  1978,  the 
total  monthly  benefits  to  which  beneficiaries  may  be  entitled  under 
section  202  or  223  for  a  month  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  individual  shall,  except  as  provided  by 
[paragraph  (3)]  paragraphs  3  and  6  (but  prior  to  any  increases 
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resulting  from  the  application  of  paragraph  (2)  (A)  (ii)  (III)  of  sec- 
tion 215  (i) ) ,  be  reduced  as  necessary  so  as  not  to  exceed — 

(A)  150  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  does  not  exceed  the  amount  established  with 
respect  to  this  subparagraph  by  paragraph  (2) , 

(B)  272  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect  to 
subparagraph  (A)  but  does  not  exceed  the  amount  established 
with  respect  to  this  subparagraph  by  paragraph  (2), 

(C)  134  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (B)  but  does  not  exceed  the  amount  established 
with  respect  to  this  subparagraph  by  paragraph  (2),  and 

(D)  175  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (C). 

Any  such  amount  that  is  not  a  multiple  of  $0.10  shall  be  increased  to 
the  next  higher  multiple  of  $0.10. 

(2)  (A)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  so  eligible 
for  such  benefits) ,  in  the  calendar  year  1979,  the  amounts  established 
with  respect  to  subparagraphs  (A),  (B),  and  (C)  of  paragraph  (1) 
shall  be  $230,  $332,  and  $433,  respectively. 

(B)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  so  eligible 
for  such  benefits) ,  in  any  calendar  year  after  1979,  each  of  the  amounts 
so  established  shall  equal  the  product  of  the  corresponding  amount 
established  for  the  calendar  year  1979  by  subparagraph  (A)  of  this 
paragraph  and  the  quotient  obtained  under  subparagraph  (B)  (ii)  of 
section  215(a)  (1),  with  such  product  being  rounded  in  the  manner 
prescribed  by  section  215(a)  (1)  (B)  (iii). 

(C)  In  each  calendar  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Register,  on  or  before  November  1,  the  formula  which 
(except  as  provided  in  section  215 (i)  (2)  (D) )  is  to  be  applicable 
under  this  paragraph  to  individuals  who  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
for  such  benefits),  in  the  following  calendar  year. 

(D)  A  year  shall  not  be  counted  as  the  year  of  an  individual's  death 
or  eligibility  for  purposes  of  this  paragraph  or  paragraph  [7]  (8) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insur- 
ance benefit  for  any  of  the  12  months  immediately  preceding  the 
month  of  such  deatli  or  eligibility  (but  there  shall  be  counted  instead 
the  year  of  the  individual's  eligibility  for  the  disability  insurance 
benefits  to  which  he  was  entitled  during  such  12  months). 

******* 
(6)  Nothioithstanding  any  of  the  preceding  provisions  of  this  sub- 
section other  than  paragraphs  (3)  (A),  (3)  (C),  and  (5)  (but  subject 
to  section  215  (i)  (2)  (A)  (ii)) ,  the  total  monthly  benefits  to  which 
beneficiaries  may  be  entitled  under  sections  202  and  223  for  any  month 
on  the  basis  of  the  wages  and  self -employment  income  of  an  individual 
entitled  to  disability  insurance  benefits  (whether  or  not  such  total 
benefits  are  othemvise  subject  to  reduction  under  this  subsection  but 
in  lieu  of  any  reduction  under  this  subsection  which  would  otherwise 
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he  applicable)  shall  he  reduced  (before  the  application  of  section 
22b)  to  the  smaller  of — 

(A)  80  percent  of  such  individual average  indexed  monthly 
earnings  (or  100  percent  of  his  primary  insurance  amount,  if 
larger),  or 

(B)  150  percent  of  such  individual's  primary  insurance 
amount. 

C(^)l  (?)  In  the  case  of  any  individual  who  is  entitled  for  any 
month  to  benefits  based  upon  the  primary  insurance  amounts  of  two 
or  more  insured  individuals,  one  or  more  of  which  primary  insurance 
amounts  were  determined  under  section  215(a)  or  215(d)  as  in  effect 
(without  regard  to  the  table  contained  therein)  prior  to  January  1979 
and  one  or  more  of  which  primary  insurance  amounts  were  determined 
under  section  215(a)  (1)  or  (4),  or  section  215(d),  as  in  effect  after 
December  1978,  the  total  benefits  payable  to  that  individual  and  all 
other  individuals  entitled  to  benefits  for  that  month  based  upon  those 
primary  insurance  amounts  shall  be  reduced  to  an  amount  equal  to  the 
product  of  1.75  and  the  primary  insurance  amount  that  would  be 
computed  under  section  215(a)(1)  for  that  month  with  respect  to 
average  indexed  monthly  earnings  equal  to  one-twelfth  of  the  contri- 
bution and  benefits  base  determined  under  section  230  for  the  year 
in  which  that  month  occurs. 

[(7)]  (8)  Subject  to  paragraph  [(6)]  (7)  this  subsection  as  in 
effect  in  December  1978  shall  remain  in  effect  with  respect  to  a  primary 
insurance  amount  computed  under  section  215  (a)  or  (d),  as  in  effect 
(without  regard  to  the  table  contained  therein)  in  December  1978, 
except  that  a  primary  insurance  amount  so  computed  with  respect  to 
an  individual  who  first  becomes  eligible  for  an  old-age  or  disability 
insurance  benefit,  or  dies  (before  becoming  eligible  for  such  a  benefit) , 
after  December  1978,  shall  instead  be  governed  by  this  section  as  in 
effect  after  December  1978. 

C(8)J  (9)  When— 

(A)  one  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202 (j)  (1) )  to  monthly  benefits  under  section  202 
for  May  1978  on  the  basis  of  the  wages  and  self-employment  in- 
come of  an  individual, 

(B)  the  benefit  of  at  least  one  such  person  for  June  1978  is 
increased  by  reason  of  the  amendments  made  by  section  204  of 
the  Social  Security  Amendments  of  1977;  and 

(C)  the  total  amount  of  benefits  to  which  all  such  persons  are 
entitled  under  such  section  202  are  reduced  under  the  provisions 
of  this  subsection  (or  would  be  so  reduced  except  for  the  first 
sentence  of  section  203(a)  (4) ), 

then  the  amount  of  the  benefit  to  which  each  such  person  is  entitled 
for  months  after  May  1978  shall  be  increased  (after  such  reductions 
are  made  under  this  subsection)  to  the  amount  such  benefits  would 
have  been  if  the  benefit  of  the  person  or  persons  referred  to  in  sub- 
paragraph (B)  had  not  been  so  increased. 

EVIDENCE,  PEOCEDURE,  AND  CERTIFICATION  FOR  PAYMENT 

Sec.  205.  (a)  *  *  * 

(b)  The  Secretary  is  directed  to  make  findings  of  fact,  and  decisions 
as  to  the  rights  of  any  individual  applying  for  a  payment  under  this 
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title.  Any  such  decision  by  the  Secretary  shall  contain  a  statement  of 
the  case  setting  forth  (1)  a  citation  and  discussion  of  the  pertinent  law 
and  regulation,  (2)  a  list  of  the  evidence  of  record  and  a  summary  of 
the  evidence,  and  (3)  the  Secretary's  determination  and  the  reason  or 
reasons  upon  which  it  is  based.  Upon  request  by  any  such  individual 
or  upon  request  by  a  wife,  divorced  wife,  widow,  surviving  divorced 
wife,  surviving  divorced  mother,  husband,  widower,  child,  or  parent 
who  makes  a  showing  in  writing  that  his  or  her  rights  may  be  preju- 
diced by  any  decision  the  Secretary  has  rendered,  he  shall  give  such 
applicant  and  such  other  individual  reasonable  notice  and  opportunity 
for  a  hearing  with  respect  to  such  decision,  and,  if  a  hearing  is  held, 
shall,  on  the  basis  of  evidence  adduced  at  the  hearing,  affirm,  modify, 
or  reverse  his  findings  of  fact  and  such  decision.  Any  such  request  with 
respect  to  such  a  decision  must  be  filed  within  sixty  days  after  notice 
of  such  decision  is  received  by  the  individual  making  such  request.  The 
Secretary  is  further  authorized,  on  his  own  motion,  to  hold  such  hear- 
ings and  to  conduct  such  investigations  and  other  proceedings  as  he 
may  deem  necessary  or  proper  for  the  administration  of  this  title.  In 
the  course  of  any  hearing,  investigation,  or  other  proceeding,  he  may 
administer  oaths  and  affirmations,  examine  witnesses,  and  receive  evi- 
dence. Evidence  may  be  received  at  any  hearing  before  the  Secretary 
even  though  inadmissible  under  rules  of  evidence  applicable  to  court 
procedure. 

*  *  *  *  *  *  * 

(g)  Any  individual,  after  any  final  decision  of  the  Secretary  made 
after  a  hearing  to  which  he  was  a  party,  irrespective  of  the  amount 
in  controversy,  may  otbain  a  review  of  such  decision  by  a  civil  action 
commenced  within  sixty  days  after  the  mailing  to  him  of  notice  of 
such  decision  or  within  such  further  time  as  the  Secretary  may  allow. 
Such  action  shall  be  brought  in  the  district  court  of  the  United  States 
for  the  judicial  district  in 'which  the  plaintiff  resides,  or  has  his  princi- 
pal place  of  business,  or,  if  he  does  not  reside  or  have  his  principal 
place  of  business  within  any  such  judicial  district,  in  the  District  Court 
of  the  United  States  for  the  District  of  Columbia.  As  part  of  his  an- 
swer the  Secretary  shall  file  a  certified  copy  of  the  transcript  of  the 
record  including  the  evidence  upon  which  the  findings  and  decision 
complained  of  are  based.  The  court  shall  have  power  to  enter,  upon 
the  pleadings  and  transcript  of  the  record,  a  judgment  affirming,  modi- 
fying, or  reversing  the  decision  of  the  Secretary,  with  or  without  re- 
manding the  case  for  a  rehearing.  The  findings  of  the  Secretary  as 
to  any  fact,  if  supported  by  substantial  evidence,  shall  be  conclusive, 
and  where  a  claim  has  been  denied  by  the  Secretary  or  a  decision  is 
rendered  under  subsection  (b)  hereof  which  is  adverse  to  an  individual 
who  was  a  party  to  the  hearing  before  the  Secretary,  because  of  failure 
of  the  claimant  or  such  individual  to  submit  proof  in  conformity  with 
any  regulation  prescribed  under  subsection  (a)  hereof,  the  court  shall 
review  only  the  question  of  conformity  with  such  regulations  and  the 
validity  of  such  regulations.  [The  court  shall,  on  motion  of  the  Secre- 
tary made  before  he  files  his  answer,  remand  the  case  to  the  Secretary 
for  further  action  by  the  Secretary,  and  may,  at  any  time,  on  good 
cause  shown,  order  additional  evidence  to  be  taken  before  the  Secre- 
tary J  The  court  may,  on  motion  of  the  Secretary  made  for  good  cause 
shown  before  he  files  his  ansiver.  remand  the  case  to  the  Secretary  for 
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further  action  by  the  Secretary,  and  it  may  at  any  time  order  addi- 
tional evidence  to  be  taken  before  the  Secretary,  but  only  upon  a  shoiv- 
ing  that  there  is  new  evidence  which  is  material  and  that  there  is  good 
cause  for  the  failure  to  incorporate  such  evidence  mto  the  record  in  a 
prior  proceeding;  and  the  Secretary  shall,  after  the  case  is  remanded, 
and  after  hearing  such  additional  evidence  if  so  ordered,  modify  or 
affirm  his  findings  of  fact  or  his  decision,  or  both,-  and  shall  file  with  the 
court  any  such  additional  and  modified  findings  of  fact  and  decision, 
and  a  transcript  of  the  additional  record  and  testimony  upon  which  his 
action  in  modifying  or  affirming  was  based.  Such  additional  or  modi- 
fied findings  of  fact  and  decision  shall  be  reviewable  only  to  the  extent 
provided  for  review  of  the  original  findings  of  fact  and  decision.  The 
judgment  of  the  court  shall  be  final  except  that  it  is  shall  be  subject  to 
review  in  the  same  manner  as  a  judgment  in  other  civil  actions.  Any 
action  instituted  in  accordance  with  this  subsection  shall  survive  not- 
withstanding any  change  in  the  person  occupying  the  office  of  Secre- 
tary or  any  vacancy  in  such  office. 

COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

Sec.  215.  For  the  purposes  of  this  title — 

(a)  (1)(A)  *  *  * 

*  *  *  *  *  *  * 

(b)  (1)  An  individual's  average  indexed  monthly  earnings  shall  be 
equal  to  the  quotient  obtained  by  dividing — 

(A)  the  total  (after  adjustment  under  paragraph  (3))  of  his 
wages  paid  in  and  self -employment  income  credited  to  his  bene- 
fit computation  years  (determined  under  paragraph  (2)),  by 

(B)  the  number  of  months  in  those  years. 

[(2)  (A)  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years,  reduced  by  five,  except  that  the 
number  of  an  individual  s  benefit  computation  years  may  not  be  less 
than  two.] 

(2)  (A )  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years  reduced — 

(i)  in  the  case  of  an  individual  who  is  entitled  to  old-age  insur- 
ance benefits  (except  as  provided  in  the  second  sentence  in  this 
subparagraph) ,  or  who  has  died,  by  5  years,  and 

(ii)  in  the  case  of  an  individual  who  is  entitled  to  disability  in- 
surance benefits,  by  the  number  of  years  equal  to  one-fifth  of  such 
individuals  elapsed  years  (disregarding  any  resulting  fractional 
part  of  a  year),  but  not  by  mor'e  than  5  years. 

Clause  (ii) ,  once  applicable  with  respect  to  any  individual,  shall  con- 
tinue to  apply  for  purposes  of  determining  such  individuals  primary 
insurance  amount  after  his  attainment  of  age  65  or  amy  subsequent 
eligibility  for  disability  insurance  benefits  unless  prior  to  the  month 
in  which  he  attains  such  age  or  becomes  so  eligible  there  occurs  a  period 
of  at  least  12  consecutive  months  for  which  he  was  not  entitled  to  a 
disability  insurance  benefit.  If  an  individual  described  in  clause  (ii)  is 
determined  in  accordance  with  regulations  of  the  Secretary  to  have 
been  responsble  for  providing  (and  to  have  provided)  the  principal 
care  of  a  child  (of  such  individual  or  his  or  her  spouse)  under  the  age 
of  6  throughout  more  than  6  full  months  in  any  calendar  year  which  is 
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included  in  such  individuals  elapsed  years,  but  which  is  not  disre- 
garded pursuant  to  clause  (ii)  or  to  subparagraph  (B)  (in  determin- 
ing such  individucd's  benefit  computation  years)  by  reason  of  the 
reduction  in  the  number  of  such  individual's  elapsed  years  under  clause 
(ii),  the  number  by  which  such  elapsed  years  are  reduced  under  this 
subparagraph  pursuant  to  clause  (ii)  shall  be  increased  by  one  {up  to 
a  combined  total  not  exceeding  5)  for  each  such  calendar  year;  except 
that  (I)  no  calendar  year  shall  be  disregarded  by  reason  of  this  sen- 
tence (in  determining  such  individual's  benefit  computation  years) 
unless  the  individual  provided  such  care  throughout  more  than  6  full 
garded  under  this  sentence  (in  determining  such  benefit  computation 
years)  shall  be  those  years  (not  otherwise  disregarded  under  clause 
(ii) )  for  which  the  total  of  such  individual's  wages  and  self-em.- 
ployment  income,  after  adjustment  under  paragraph  (3),  is  the  small- 
est, and  (III)  this  sentence  shall  apply  only  to  the  extent  that  its  ap- 
plication would  ^result  in  a,  higher  primary  ins-urance  amount.  The 
number  of  an  individual's  benefit  computation  years  as  determined 
under  this  subparagraph  shall  in  no  case  be  less  than  2. 

******* 

Cost-of -Living  Increases  in  Benefits 

(1)  (1)  For  purposes  of  this  subsection— 

(J^  *  *  * 

******* 

(2)  (A)  (i)  The  Secretary  shall  determine  each  year  beginning  with 
1975  (subject  to  the  limitation  in  paragraph  (1)  (B) )  whether  the  base 
quarter  (as  defined  in  paragraph  (1)  (A)  (i) )  in  such  year  is  a  cost-of- 
living  computation  quarter. 

(ii)  If  the  Secretary  determines  that  the  base  quarter  in  any 
year  is  a  cost-of-living  computation  quarter,  he  shall,  effective 
with  the  month  of  June  of  that  year  as  provided  in  subparagraph 
(B) ,  increase — 

( I)  the  benefit  amount  to  which  individuals  are  entitled  for 
that  month  under  section  227  or  228. 

(II)  the  primary  insurance  amount  of  each  other  individ- 
ual on  which  benefit  entitlement  is  based  under  this  title  (in- 
cluding a  primary  insurance  amount  determined  under  sub- 
section (a)  (1)  (C)  (i)  (I) .  but  subject  to  the  provisions  of 
such  subsection  (a)(l)(C)(i)  and  clauses  (iv)  and  (v)  of 
this  subparagraph),  and 

(III)  the  amount  of  total  monthly  benefits  based  on  any 
primary  insurance  amount  which  is  permitted  under  section 
203  (and  such  total  shall  be  increased,  unless  otherwise  so  in- 
creased under  another  provision  of  this  title,  at  the  same  time 
as  such  primary  insurance  amount)  or,  in  the  case  of  a  pri- 
mary insurance  amount  computed  under  subsection  (a)  as  in 
effect  (without  regard  to  the  table  contained  therein)  prior 
to  January  1979,  the  amount  to  which  the  beneficiaries  may 
be  entitled  under  section  203  as  in  effect  in  December  1978, 
except  as  provided  by  section  203 (a) [(6)  and]  (7)  and  (8) 
as  in  effect  after  December  1978. 
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The  increase  shall  be  derived  by  multiplying  each  of  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  (including  each  of 
those  amounts  as  previously  increased  under  this  subparagraph) 
by  the  same  percentage  (rounded  to  the  nearest  one-tenth  of  1 
percent)  as  the  percentage  by  which  the  Consumer  Price  Index 
for  that  cost-of-living  computation  quarter  exceeds  such  index  for 
the  most  recent  prior  calendar  quarter  which  was  a  base  quarter 
under  paragraph  (1)  (A)  (ii)  or,  if  later,  the  most  recent  cost-of- 
living  computation  quarter  under  paragraph  (1)  (B)  ;  and  any 
amount  so  increased  that  is  not  a  multiple  of  $0.10  shall  be  in- 
creased to  the  next  higher  multiple  of  $0.10.  Any  increase  under 
this  subsection  in  a  primary  insurance  amount  determined  under 
subparagraph  (C)  (i)  (II)  of  subsection  (a)  (1)  shall  be  applied 
after  the  initial  determination  of  such  primary  insurance  amount 
under  that  subparagraph  (with  the  amount  of  such  increase,  in 
the  case  of  an  individual  who  becomes  eligible  for  old-age  or  dis- 
ability insurance  benefits  or  dies  in  a  calendar  year  after  1979, 
being  determined  from  the  range  of  possible  primary  insurance 
amounts  published  by  the  Secretary  under  the  last  sentence  of  sub- 
paragraph (D) ). 

(D)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in 
the  Federal  Register  within  45  days  after  the  close  of  such  quarter,  a 
determination  that  a  benefit  increase  is  resultantly  required  and  the 
percentage  thereof.  He  shall  also  publish  in  the  Federal  Register  at 
that  time  (i)  a  revision  of  the  range  of  the  primary  insurance  amounts 
which  are  possible  after  the  application  of  this  subsection  based  on  the 
dollar  amount  specified  in  subparagraph  (C)  (i)  (II)  of  subsection 
(a)  (1)  (with  such  revised  primary  insurance  amounts  constituting  the 
increased  amounts  determined  for  purposes  of  such  subparagraph  (C) 
(i)  (II)  under  this  subsection),  or  specified  in  subsection  (a)(3)  as 
in  effect  prior  to  1979,  and  (ii)  a  revision  of  the  range  of  maximum 
family  benefits  which  correspond  to  such  primary  insurance  amounts 
(with  such  maximum  benefits  being  effective  notwithstanding  section 
203(a)  except  for  paragraph  (3)  (B)  thereof  (or  paragraph  (2) 
thereof  as  in  effect  prior  to  1979)).  Notwithstanding  the  preceding 
sentence,  such  revision  of  maximum  family  benefits  shall  be  subject 
to  paragraph  (6)  of  section  203(a)  (as  added  by  section  2(a)  (3)  of 
the  Disability  Insurance  Amendments  of  1979) . 


OTHER  DEFINITIONS 


Sec.  216.  For  the  purposes  of  this  title — 
(a)  *  *  * 


* 


Disability ;  Period  of  Disability 


*  *  * 


*  *  * 


* 


* 


* 


* 


* 
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(G)  An  application  for  a  disability  determination  filed  before  the 
first  day  on  which  the  applicant  satisfies  the  requirements  for  a  period 
of  disability  under  this  subsection  shall  be  deemed  a  valid  application 
(and  shall  be  deemed  to  have  been  filed  on  such  first  day)  only  if  the 
applicant  satisfies  the  requirements  for  a  period  of  disability  before 
the  Secretary  makes  a  final  decision  on  the  application  and  no  request 
under  section  205(b)  for  notice  and  opportunity  for  a  hearing  thereon 
is  made  or,  if  such  a  request  is  made,  before  a  decision  based  upon  the 
evidence  adduced  at  the  hearing  is  made  (regardless  of  whether  such 
decision  becomes  the  final  decision  of  the  Secretary) .  [If  upon  final 
decision  by  the  Secretary,  or  decision  upon  judicial  review  thereof, 
such  applicant  is  found  to  satisfy  such  requirements,  the  application 
shall  be  deemed  to  have  been  filed  on  such  first  day.] 

DISABILITY  DETERMINATIONS 

Sec.  221.  (a)  (1)  In  the  case  of  any  individual,  the  determination  of 
whether  or  not  he  is  under  a  disability  (as  defined  in  section  216 (i) 
or  223(d) )  and  of  the  day  such  disability  began,  and  the  determina- 
tion of  the  day  on  which  such  disability  ceases,  shall  [,  except  as  pro- 
vided in  subsection  (g),  be  made  by  a  State  agency  pursuant  to  an 
agreement  entered  into  under  subsection  (b).  Except  as  provided  in 
subsection  (c)  and  (d),  any  such  determinations  shall  be  the  deter- 
mination of  the  Secretary  for  purposes  of  this  title.]  be  made  by  a 
State  agency  in  any  State  that  notifies  the  Secretary  in  writing  that 
it  wishes  to  make  such  disability  determinations  commencing  with 
such  month  as  the  Secretary  and  the  State  agree  upon,  but  only  if 
(A)  the  Secretary  has  not  found,  under  subsection  (b)(1),  that  the 
State  agency  has  substantially  failed  to  make  disability  determina- 
tions in  accordance  with  the  applicable  provisions  of  this  section  or 
rules  issued  thereunder,  and  (B)  the  State  has  not  notified  the  Secre- 
tary, under  subsection  (b)(2),  that  it  does  not  wish  to  make  such 
determinations.  If  the  Secretary  once  makes  the  finding  described  in 
clause  (A)  of  the  preceding  sentence,  or  the  State  gives  the  notice 
referred  to  in  clause  (B)  of  such  sentence,  the  Secretary  may  there- 
after determine  whether  (and,  if  so,  beginning  with  which  month  and 
under  what  conditions)  the  State  may  make  again  disability  deter- 
minations under  this  paragraph. 

(2)  The  disability  determinations  described  in  paragraph  (1)  made 
by  a  State  agency  shall  be  made  in  accordance  with  the  pertinent  pro- 
visions of  this  title  and  the  standards  and  criteria  contained  in  regula- 
tions or  other  written  guidelines  of  the  Secretary  pertaining  to  matters 
such  as  disability  determinations,  the  class  or  classes  of  individuals 
with  respect  to  which  a  State  may  make  disability  determinations 
(if  it  does  not  wish  to  do  so  with  respect  to  all  individuals  in  the 
State),  and  the  conditions  under  ivhich  it  may  choose  not  to  make  all 
such  determinations.  In  addition,  the  Secretary  shall  promulgate 
regulations  specifying,  in  such  detail  as  he  deems  appropriate,  per- 
formance standards  and  administrative  requirements  and  procedures 
to  be  followed  in  performing  the  disability  determination  function  in 
order  to  assure  effective  and  uniform  administration  of  the  disability 
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insurance  program  throughout  the  United  States.  The  regulations 
may,  for  example,  specify  matters  such  as — 

(A)  the  administrative  structure  and  the  relationship  between 
various  units  of  the  State  agency  responsible  for  disability 
de  terminations, 

(B)  the  physical  location  of  and  relationship  among  agency 
staff  units,  and  other  individuals  or  organizations  performing 
tasks  for  the  State  agency,  and  standards  for  the  availability  to 
applicants  and  beneficiaries  of  facilities  for  making  disability 
determinations, 

(C)  State  agency  performance  criteria,  including  the  rate  of 
accuracy  of  decisions,  the  time  periods  within  which  determina- 
tions must  be  made,  the  procedures  for  and  the  scope  of  review  by 
the  Secretary,  and,  as  he  finds  appropriate,  by  the  State,  of  its 
performance  in  individual  cases  and  in  classes  of  cases,  and  rules 
governing  access  of  appropriate  Federal  officials  to  State  offices 
and  to  State  records  relating  to  its  administration  of  the  disability 
determination  function, 

(D)  fiscal  control  procedures  that  the  State  agency  may  be 
required  to  adopt, 

(E)  the  submission  of  reports  and  other  data,  in  such  form  and 
at  such  time  as  the  Secretary  may  require,  concerning  the  State 
agency' }s  activities  relating  to  the  disability  determination  process, 
and 

(F)  any  other  rules  designed  to  facilitate,  or  control,  or  assure 
the  equity  and  uniformity  of  the  State's  disability  determinations. 

[(b)  The  Secretary  shall  enter  into  an  agreement  with  each  State 
which  is  willing  to  make  such  an  agreement  under  which  the  State 
agency  or  agencies  administering  the  State  plan  approved  under  the 
Vocational  Rehabilitation  Act,  or  any  other  appropriate  State  agency 
or  agencies,  or  both,  will  make  the  determination  referred  to  in  sub- 
section (a)  with  respect  to  all  individuals  in  such  State,  or  with  respect 
to  such  class  or  classes  of  individuals  in  the  State  as  may  be  desig- 
nated in  the  agreement  at  the  State's  request.] 

(b)(1)  If  the  Secretary  finds,  after  notice  and  opportunity  for  a 
liearing,  that  a  State  agency  is  substantially  failing  to  make  disability 
determinations  in  a  manner  consistent  with  his  regulations  and  other 
•written  guidelines,  the  Secretary  shall,  not  earlier  than  180  days  fol- 
lowing his  finding,  make  the  disability  determinations  referred  to  in 
subsection  (a)  (1). 

(2)  If  a  State,  having  notified  the  Secretary  of  its  intent  to  make 
disability  determinations  under  subsection  (a)(1),  no  longer  wishes 
to  make  such  determinations,  it  shall  notify  the  Secretary  in  toriting 
of  that  fact,  and,  if  an  agency  of  the  State  is  making  disability  deter- 
minations at  the  time  such  notice  is  given,  it  shall  continue  to  do  so  for 
not  less  than  180  days.  Thereafter,  the  Secretary  shall  make  the  dis- 
ability determinations  referred  to  in  subsection  (a)  (1). 

[(c)  The  Secretary  may  on  his  own  motion  review  a  determination, 
made  by  a  State  agency  pursuant  to  an  agreement  under  this  section, 
that  an  individual  is  under  a  disability  (as  defined  in  section  216 (i) 
or  223(d))  and,  as  a  result  of  such  review,  may  determine  that  such 
individual  is  not  under  a  disability  (as  so  defined)  or  that  such  dis- 
ability began  on  a  day  later  than  that  determined  by  such  agency,  or 
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that  such  disability  ceased  on  a  day  earlier  than  that  determined  by 
such  agency.] 

(c)  (1)  The  Secretary  (in  accordance  with  paragraph  (2))  shall 
review  determinations,  made  by  State  agencies  pursuant  to  this  sec- 
tion, that  individuals  are  under  disabilities  (as  defined  in  section 
216 (i)  or  223(d)).  As  a  result  of  any  such  review,  the  Secretary  may 
determine  that  an  individual  is  not  under  a  disability  (as  so  defined) 
or  that  such  individuals  disability  began  on  a  day  later  than  that 
determined  by  such  agency,  or  that  such  disability  ceased  on  a  day 
earlier  than  that  determined  by  such  agency.  Any  review  by  the  Secre- 
tary of  a  State  agency  determination  under  the  preceding  provisions  of 
this  paragraph  shall  be  made  before  any  action  is  taken  to  implement 
such  determination  and  before  any  benefits  are  paid  on  the  basis 
thereof. 

(2)  In  carrying  out  the  provisions  of  paragraph  (1)  with  respect 
to  the  review  of  determinations,  made  by  State  agencies  pursuant  to 
this  section,  that  individuals  are  under  disabilities  (as  defined  in 
section  216 (i)  or  223(d) ) ,  the  Secretary  shall  review — 

(A)  at  least  IS  percent  of  all  such  determinations  made  by  State 
agencies  in  the  fiscal  year  1980, 

(B)  at  least  35  percent  of  all  such  determinations  made  by  State 
agencies  in  the  fiscal  year  1981,  and 

(C)  at  least  65  percent  of  all  such  determinations  made  by  State 
agencies  in  any  fiscal  year  after  the  fiscal  year  1981. 

(d)  Any  individual  dissatisfied  with  any  determination  under  sub- 
section (a),  (b),  (c),  or  (g)  shall  be  entitled  to  a  hearing  thereon  by 
the  Secretary  to  the  same  extent  as  is  provided  in  section  205(b)  with 
respect  to  decisions  of  the  Secretary,  and  to  judicial  review  of  the 
Secretary's  final  decision  after  such  hearing  as  is  provided  in  section 
205(g). 

(e)  Each  State  which  [has  an  agreement  with  the  Secretary]  is 
making  disability  determinations  under  subsection  (d)(1)  under  this 
section  shall  be  entitled  to  receive  from  the  Trust  Funds,  in  advance 
or  by  way  of  reimbursement,  as  [may  be  mutually  agreed  upon] 
determined  by  the  Secretary,  the  cost  to  the  State  of  [carrying  out  the 
agreement  under  this  section]  making  disability  determinations  under 
subsection  (a)  (1).  The  Secretary  shall  from  time  to  time  certify  such 
amount  as  is  necessary  for  this  purpose  to  the  Managing  Trustee,  re- 
duced or  increased,  as  the  case  may  be,  by  any  sum  (for  which  adjust- 
ment hereunder  has  not  previously  been  made)  by  which  the  amount 
certified  for  any  prior  period  was  greater  or  less  than  the  amount 
which  should  have  been  paid  to  the  State  under  this  subsection  for 
such  period ;  and  the  Managing  Trustee,  prior  to  audit  or  settlement 
by  the  General  Accounting  Office,  shall  make  payment  from  the  Trust 
Funds  at  the  time  or  times  fixed  by  the  Secretary,  in  accordance  with 
such  certification.  Appropriate  adjustments  between  the  Federal  Old- 
Age  and  Survivors  Insurance  Trust  Fund  and  the  Federal  Disability 
Ir  surance  Trust  Fund  with  respect  to  the  payments  made  under  this 
subsection  shall  be  made  in  accordance  with  paragraph  (1)  of  sub- 
section (g)  of  section  201  (but  taking  into  account  any  refunds  under 
subsection  (f)  of  this  section)  to  insure  that  the  Federal  Disability 
Trust  Fund  is  charged  with  all  expenses  incurred  which  are  attribut- 
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able  to  the  administration  of  section  223  and  the  Federal  Old- Age 
and  Survivors  Insurance  Trust  Fund  is  charged  with  all  other 
expenses. 

(g)  In  the  case  of  individuals  in  a  State  which  [has  no  agreement 
under  subsection  (b)]  does  not  undertake  to  perform  disability  de- 
terminations under  subsection  (a)  (1),  or  which  has  been  found  by  the 
Secretary  to  have  substantially  failed  to  make  disability  determina- 
tions in  a  manner  consistent  with  his  regulations  and  guidelines,  in  the 
case  of  individuals  outside  the  United  States,  and  in  the  case  of  any 
class  or  classes  of  individuals  [not  included  in  an  agreement  under 
subsection  (b)]  for  when  no  State  undertakes  to  make  disability 
determinations,  the  determinations  referred  to  in  subsection  (a)  shall 
be  made  by  the  Secretary  in  accordance  with  regulations  prescribed 
by  him. 

(h)  In  any  case  where  an  individual  is  or  has  been  determined  to  be 
under  a  disability,  unless  a  finding  is  or  has  been  made  that  such  dis- 
ability is.  permanent,  the  case  shall  be  reviewed  by  the  applicable  State 
agency  or  the  Secretary  (as  may  be  appropriate) ,  for  purposes  of  con- 
tinuing eligibility,  at  least  once  every  3  years.  Reviews  of  cases  under 
the  preceding  sentence  shall  be  in  addition  to,  and  shall  not  be  con- 
sidered as  a  substitute  for,  any  other  reviews  which  are  required  or  pro- 
vided for  under  or  in  the  administration  of  this  title. 

REHABILITATION  SERVICES 

Referral  for  Rehabilitation  Services 

Sec.  222.  (a)  *  *  * 

*  *  *  *  *  *  * 

Period  of  Trial  Work 

(c)  (1)  The  term  "period  of  trial  work",  with  respect  to  an  individ- 
ual entitled  to  benefits  under  section  223  [or  202(d),],  202(d),  202(e), 
or  202(f),  means  a  period  of  months  beginning  and  ending  as  pro- 
vided in  paragraphs  (3)  and  (4). 

#  *  *  *  ♦  i|e  * 

(3)  A  period  of  trial  work  for  any  individual  shall  begin  with  the 
month  in  which  he  becomes  entitled  to  disability  insurance  benefits, 
or,  in  the  case  of  an  individual  entitled  to  benefits  under  section  202(d) 
who  has  attained  the  age  of  eighteen,  with  the  month  in  which  he  be- 
comes entitled  to  such  benefits  or  the  month  in  which  he  attains  the  age 
of  eighteen,  whichever  is  later,  or,  in  the  case  of  an  individual  entitled 
to  widow ^s  or  widower's  insurance  benefits  under  section  202  (e)  or  (/) 
who  became  entitled  to  such  benefits  prior  to  attaining  age  60,  with 
the  month  in  which  such  individual  becomes  so  entitled.  Notwithstand- 
ing the  preceding  sentence,  no  period  of  trial  work  may  begin  for  any 
individual  prior  to  the  beginning  of  the  month  following  the  month 
in  which  this  paragraph  is  enacted ;  and  no  such  period  may  begin  for 
an  individual  in  a  period  of  disability  of  such  individual  in  which  he 
had  a  previous  period  of  trial  work. 
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Costs  of  Rehabilitation  Services  From  Trust  Funds 

(d)(1)  For  the  purpose  of  making  vocational  rehabilitation  services 
more  readily  available  to  disabled  individuals  who  are — 

(A)  entitled  to  disability  insurance  benefits  under  section  223. 

M  .... 

(B)  entitled  to  child  s  insurance  benefits  under  section  202(d) 
after  having  attained  age  18  (and  are  under  a  disability),  [or] 

(C)  entitled  to  widow's  insurance  benefits  under  section  202(e) 
prior  to  attaining  age  60,  or 

(D)  entitled  to  widowers  insurance  benefits  under  section  202 
(f )  prior  to  attaining  age  60, 

to  the  end  that  savings  will  [result]  accrue  to  the  Trust  [Fund] 
Funds  as  a  result  of  rehabilitating  [the  maximum  number  of  such  in- 
dividuals into  productive  activity,  there  are  authorized  to  be  trans- 
ferred from  the  Trust  Funds  such  sums  as  may  be  necessary  to  enable 
the  Secretary  to  pay  the  costs  of  vocational  rehabilitation  services  for 
such  individuals  (including  (i)  services  during  their  waiting  periods, 
and  (ii)  so  much  of  the  expenditures  for  the  administration  of  any 
State  plan  as  is  attributable  to  carrying  out  this  subsection)  ;  except 
that  the  total  amount  so  made  available  pursuant  to  this  subsection 
may  not  exceed — 

[(i)  1  percent  in  the  fiscal  year  ending  June  30, 1972, 
[(ii)  1.25  percent  in  the  fiscal  year  ending  June  30, 1973, 
[(iii)  1.5  percent  in  the  fiscal  year  ending  June  30,  1974,  and 
thereafter, 

of  the  total  of  the  benefits  under  section  202(d)  for  children  who 
have  attained  age  18  and  are  under  a  disability,  the  benefits  under 
section  202(e)  for  widows  and  surviving  divorced  wives  who  have 
not  attained  age  60  and  are  under  a  disability,  the  benefits  under 
section  202  (f )  for  widowers  who  have  not  attained  age  60,  and  the 
benefits  under  section  223.  which  were  certified  for  payment  in  the 
preceding  year.  The  selection  of  individuals  (including  the  order 
in  which  they  shall  be  selected)  to  receive  such  services  shall  be 
made  in  accordance  with  criteria  formulated  by  the  Secretary 
which  are  based  upon  the  effect  the  provision  of  such  services 
would  have  upon  the  Trust  Funds. 
[(  2)  In  the  case  of  each  State  which  is  willing;  to  do  so.  such  voca- 
tional rehabilitation  services  shall  be  furnished  under  a  State  plan 
for  vocational  rehabilitation  services  which — 

[(  A)  has  been  approved  under  section  5  of  the  Vocational  Re- 
habilitation Act, 

[(B)  provides  that,  to  the  extent  funds  provided  under  this 
subsection  are  adequate  for  the  purpose,  such  services  will  be 
furnished,  to  any  individual  in  the  State  who  meets  the  criteria 
prescribed  by  the  Secretary  pursuant  to  paragraph  (1),  with  rea- 
sonable promptness  and  in  accordance  with  the  order  of  selec- 
tion determined  under  such  criteria,  and 

[(C)  provides  that  such  services  will  be  furnished  to  any  indi- 
vidual without  reo-ard  to  (i)  his  citizenship  or  place  of  residence, 
(ii)  his  need  for  financial  assistance  except  as  provided  in  regula- 
tions of  the  Secretary  in  the  case  of  maintenance  during:  rehabili- 
tation, or  (iii)  any  order  of  selection  which  would  otherwise  be 
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followed  under  the  State  plan  pursuant  to  section  5(a)(4)  of 
the  Vocational  Kehabilitation  Act. 

[(3)  In  the  case  of  any  State  which  does  not  have  a  plan  which  meets 
the  requirements  of  paragraph  (2),  the  Secretary  may  provide  such 
services  by  agreement  or  contract  with  other  public  or  private  agencies, 
organizations,  institutions,  or  individuals. 

[(4)  Payments  under  this  subsection  may  be  made  in  installments, 
and  in  advance  or  by  way  of  reimbursement,  with  necessary  adjust- 
ments on  account  of  overpayments  or  underpayments. 

[  ( 5 )  Money  paid  from  the  Trust  Funds  under  this  subsection  to  pay 
the  costs  of  providing  services  to  individuals  who  are  entitled  to  bene- 
fits under  section  223  (including  services  during  their  waiting  pe- 
riods) ,  or  who  are  entitled  to  benefits  under  section  202  (d)  on  the  basis 
of  the  wages  and  self -employment  income  of  such  individuals  shall  be 
charged  to  the  Federal  Disability  Insurance  Trust  Fund,  and  all  other 
money  paid  out  from  the  Trust  Funds  under  this  subsection  shall  be 
charged  to  the  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund. 
The  Secretary  shall  determine  according  to  such  methods  and  pro- 
cedures as  he  may  deem  appropriate — 

[(A)  the  total  cost  of  the  services  provided  under  this  subsec- 
tion, and 

[(B)  subject  to  the  provisions  of  the  preceding  sentence,  the 
amount  of  such  cost  which  should  be  charged  to  each  of  such  Trust 
Funds. 

[(6)  For  the  purposes  of  this  subsection  the  term  "vocational  reha- 
bilitation services"  shall  have  the  meaning  assigned  to  it  in  the  Voca- 
tional Rehabilitation  Act,  except  that  such  services  may  be  limited  in 
type,  scope,  or  amount  in  accordance  with  regulations  of  the  Secretary 
designed  to  achieve  the  purposes  of  this  subsection.]  such  individuals 
into  substantial  gainful  activity,  there  are  authorized  to  he  transferred 
from  the  Federal  Old-Age  and  /Survivors  Insurance  Trust  Fund  and 
the  Federal  Disability  Insurance  Trust  Fund  each  fiscal  year  such 
sums  as  may  be  necessary  to  enable  the  Secretary  to  reimburse — 

(i)  the  general  fund  in  the  Treasury  of  the  United  States  for 
the  Federal  share,  and 

(ii)  the  State  for  twice  the  State  share, 

of  the  reasonable  and  necessary  costs  of  vocational  rehabilitation  serv- 
ers furnished  such  individuals  (including  services  during  their  wait- 
ing periods),  under  a  State  plan  for  vocational  rehabilitation  serv- 
ices approved  under  title  I  of  the  Rehabilitation  Act  of  1973  (29 
U.S.C.  701  et^seg.),  which  result  in  their  performance  of  substantial 
gainful  activity  which  lasts  for  a  continuous  period  of  12  months,  or 
which  result  in  their  employment  for  a  continuous  period  of  12  months 
in  a  sheltered  workshop  meeting  the  requirements  applicable  to  a  non- 
prop  rehabilitation  facility  under  paragraphs  (8)  and  (10)  (L)  of 
section  7  of  such  Acts  (29  U.S.C.  706  (8)  and  (10)  (L).  The  determina- 
tion that  the  vocational  rehabilitation  services  contributed  to  the  suc- 
cessful return  of  such  individuals  to  substantial  gainful  activity  or 
their  employment  in  sheltered  workshops,  and  the  determination  of 
the  amount  of  costs  to  be  reimbursed  under  this  subsection,  shall  be 
made  by  the  Commissioner  of  Social  Security  in  accordance  with  cri- 
teria formulated  by  him. 
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(2)  Payments  under  this  subsection  shall  be  made  in  advance  or  by 
icay  of  reimbursement,  ivith  necessary  adjustments  for  overpayments 
and  underpayments. 

(3)  Money  paid  from  the  Trust  Funds  under  this  subsection  for  the 
reimbursement  of  the  costs  of  providing  services  to  individuals  who 
are  entitled  to  benefits  under  section  223  {including  services  during 
their  waiting  periods),  or  who  are  entitled  to  benefits  under  section 
202(d)  on  the  basis  of  the  wages  and  self -employment  income  of  such 
individuals,  shall  be  charged  to  the  Federal  Disability  Insurance  Trust 
Fund,  and  all  other  money  paid  from  the  Trust  Funds  under  this  sub- 
section shall  be  charged  to  the  Federal  Old- Age  and  Survivors  Insur- 
ance Trust  Fund.  The  Secretary  shall  determine  according  to  sueh 
methods  and  procedures  as  he  may  deem  appropriate — 

(A)  the  total  amount  to  be  reimbursed  for  the  cost  of  sewices 
under  this  subsection,  and 

(B)  subject  to  the  provisions  of  the  preceding  sentence,  the 
amount  which  should  be  charged  to  each  of  the  Trust  Funds. 

(4)  For  the  purposes  of  this  subsection  the  term' 1  vocational  rehabil- 
itation services'*  shall  have  the  meaning  assigned  it  in  title  I  of  the 
Rehabilitation  Act  of  1973  (29  IJ.S.C.  701  e't  seq.),  except  that  such 
services  may  be  limited  in  type,  scope,  or  amount  in  accordance  with 
regulations  of  tlie  Secretary  designed  to  achieve  the  purpose  of  this 
subsection, 

(5)  The  Secretary  is  authorized  and,  directed  to  study  alternative 
methods  of  providing  and  -financing  the  costs  of  vocational  rehabilita- 
tion services  to  disabled  beneficiaries  under  this  title  to  the  end  that 
maximum  savings  will  result  to  the  Trust  Funds.  On  or  before  January 
1, 1980,  the  Secretary  shall  transmit  to  the  President  and  the  Congress 
a  report  which  shall  contain  his  findings  and  any  conclusions  and 
recommendations  he  may  have. 

DISABILITY  INSURANCE  BENEFIT  PAYMENTS 

Disability  Insurance  Benefits 

Sec.  223.  (a)  (1)  Every  individual  who — 

(A)  is  insured  for  disability  insurance  benefits  (as  determined 
under  subsection  (c)  (1) ) , 

(B)  has  not  attained  the  age  of  sixty-five, 

(C)  has  filed  application  for  disability  insurance  benefits,  and 

(D)  is  under  a  disability  (as  defined  in  subsection  (d)) 
shall  be  entitled  to  a  disability  insurance  benefit  (i)  for  each  month 
beginning  with  the  first  month  after  his  waiting  period  (as  defined 
in  subsection  (c)  (2) )  in  which  he  becomes  so  entitled  to  such  insurance 
benefits,  or  (ii)  for  each  month  beginning  with  the  first  month  during 
all  of  which  he  is  under  a  disability  and  in  which  he  becomes  so  en- 
titled to  such  insurance  benefits,  but  only  if  he  was  entitled  to  disability 
insurance  benefits  which  terminated,  or  had  a  period  of  disability  (as 
defined  in  section  216  (i) )  which  ceased,  within  the  sixty-month  period 
preceding  the  first  month  in  which  he  is  under  such  disability,  and 
ending  with  the  month  preceding  whichever  of  the  following  months 
is  the  earliest :  the  month  in  which  he  dies,  the  month  in  which  he  at- 
tains age  65,  or  the  third  month  following  the  month  in  which  his 
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disability  ceases,  or,  if  later  (and  subject  to  subsection  (e)),  the  fif- 
teenth month  following  the  end  of  such  individual's  trial  work  period 
determined  by  application  of  section  222 '(c)  (4)  (A) .  No  payment 
under  this  paragraph  may  be  made  to  an  individual  who  would  not 
meet  the  definition  of  disability  in  subsection  (d)  except  for  paragraph 
(1)  (B)  thereof  for  any  month  in  which  he  engages  in  substantial  gain- 
ful activity,  and  no  payment  may  be  made  for  such  month  under  sub- 
section (b),  (c),  or  (d)  of  section  202  to  any  person  on  the  basis  of  the 
wages  and  self-employment  income  of  such  individual.  In  the  case  of 
a  deceased  individual,  the  requirement  of  subparagraph  (C)  may  be 
satisfied  by  an  application  for  benefits  filed  with  respect  to  such  in- 
dividual within  3  months  after  the  month  in  which  he  died. 

(2)  Except  as  provided  in  section  202 (q)  and  section  215(b)(2) 
(A)  (ii),  such  individual's  disability  insurance  benefit  for  any  month 
shall  be  equal  to  his  primary  insurance  amount  for  such  month  deter- 
mined under  section  215  as  though  he  had  attained  age  62,  in — 

(A)  the  first  month  of  his  waiting  period,  or 

(B)  in  any  case  in  which  clause  (ii)  of  paragraph  (1)  of  this 
subsection  is  applicable,  the  first  month  for  which  he  becomes 
entitled  to  such  disability  insurance  benefits, 

and  as  though  he  had  become  entitled  to  old-age  insurance  benefits  in 
the  month  in  which  the  application  for  disability  insurance  benefits 
was  filed  and  he  was  entitled  to  an  old-age  insurance  benefit  for  each 
month  for  which  (pursuant  to  subsection  (b) )  he  was  entitled  to  a  dis- 
ability insurance  benefit.  For  the  purposes  of  the  preceding  sentence, 
in  the  case  of  an  individual  who  attained  age  62  in  or  before  the  first 
month  referred  to  in  subparagraph  (A)  or  (B)  of  such  sentence,  as 
the  case  may  be,  the  elapsed  years  referred  to  in  section  215(b)  (3) 
shall  not  include  the  year  in  which  he  attained  age  62,  or  any  year 
thereafter. 

Filing  of  Application 

(b)  An  application  for  disability  insurance  benefits  filed  before  the 
first  month  in  which  the  applicant  satisfies  the  requirements  for  such 
benefits  (as  prescribed  in  subsection  (a)  (1))  shall  be  deemed  a  valid 
application  (and  shall  be  deemed  to  have  been  filed  in  such  first  month) 
only  if  the  applicant  satisfies  the  requirements  for  such  benefits  before 
the  Secretary  makes  a  final  decision  on  the  application  and  no  request 
under  section  205  ( b )  for  notice  and  opportunity  for  a  hearing  thereon 
is  made,  w  if  such  a  request  is  made^  before  a  decision  based  upon  the 
evidence  adduced  at  the  hearing  is  made  (regardless  of  whether  such 
decision  becomes  the  final  decision  of  the  Secretary).  [If,  upon  final 
decision  by  the  Secretary,  or  decision  upon  judicial  review  thereof, 
such  applicant  is  found  to  satisfy  such  requirements,  the  application 
shall  be  deemed  to  have  been  filed  in  such  first  month.]  An  individual 
who  would  have  been  entitled  to  a  disability  insurance  benefit  for  any 
month  had  he  filed  application  therefor  before  the  end  of  such  month 
shall  be  entitled  to  such  benefit  for  such  month  if  such  application  is 
filed  before  the  end  of  the  12th  month  immediately  succeeding  such 
month. 
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Definition  of  Disability 

(d)  (1)  *  *  * 

(4)  The  Secretary  shall  by  regulations  prescribe  the  criteria  for 
determining  when  services  performed  or  earnings  derived  from  serv- 
ices demonstrate  an  individual's  ability  to  engage  in  substantial  gain- 
ful activity.  Notwithstanding  the  provisions  of  paragraph  (2),  an 
individual  whose  services  or  earnings  meet  such  criteria  shall,  except 
for  purposes  of  section  222(c) ,  be  found  not  to  be  disabled.  No  individ- 
ual who  is  blind  shall  be  regarded  as  having  demonstrated  an  ability  to 
engage  in  substantial  gainful  activity  on  the  basis  of  earnings  that  do 
not  exceed  the  exempt  amount  under  section  203(f)  (8)  which  is  ap- 
plicable to  individuals  described  in  subparagraph  (D)  thereof.  In 
determining  whether  an  individual  is  able  to  engage  in  substantial 
gainful  activity  by  reason  of  his  earnings,  tvhere  his  disability  is  suffi- 
ciently severe  to  result  in  a  functional  limitation  requiring  assistance  in 
order  for  him  to  work,  there  shall  be  excluded  from  such  earnings  an 
amount  equal  to  the  cost  (to  the  individual)  of  any  attendant  care 
services,  medical  devices,  equipment,  prostheses,  and  similar  items  and 
services  (not  including  routine  drugs  or  routine  medical  services  unless 
such  drugs  or  services  are  necessary  for  the  control  of  the  disabling 
condition)  which  are  necessary  for  that  purpose,  whether  or  not  such 
assistance  is  also  needed  to  enable  him  to  carry  out  his  riormal  daily 
functions. 

(5)  An  individual  shall  not  be  considered  to  be  under  a  disability 
unless  he  furnishes  such  medical  and  other  evidence  of  the  existence 
thereof  as  the  Secretary  may  require.  Any  non-Federal  hospital,  clinic, 
laboratory,  or  other  provider  o  f  medical  services,  or  physician  not  in 
the  employ  of  the  Federal  Government,  which  supplies  medical  evi- 
dence required  by  the  Secretary  under  this  paragraph  shall  be  entitled 
to  payment  from  the  Secretary  for  the  reasonable  cost  of  providing 
such  evidence. 

(e)  No  benefit  shall  be  payable  under  section  (d),  (e),  or  (f)  of 
section  202  or  under  subsection  (a)  (1)  to  an  individual  for  any  month 
after  the  third  month  in  which  he  engages  in  substantial  gainful  activ- 
ity during  the  15-month  period  following  the  end  of  his  trial  work 
period  determined  by  application  of  section  222(c)  (4)  (A). 

SUSPENSION  OF  BENEFITS  BASED  ON  DISABILITY 

Sec.  225.  (a)  If  the  Secretary,  on  the  basis  of  information  obtained 
by  or  submitted  to  him,  believes  that  an  individual  entitled  to  benefits 
under  section  223,  or  that  a  child  who  has  attained  the  age  of  eighteen 
and  is  entitled  to  benefits  under  section  202(d),  or  that  a  widow  or 
surviving  divorced  wife  who  has  not  attained  age  60  and  is  entitled 
to  benefits  under  section  202 (e) ,  or  that  a  widower  who  has  not  attained 
age  60  and  is  entitled  to  benefits  under  section  202(f),  may  have 
ceased  to  be  under  a  disabiltiy,  the  Secretary  may  suspend  the  pay- 
ment of  benefits  under  such  section  202(d),  202(e),  202(f),  or  223, 
until  it  is  determined  (as  provided  in  section  221)  whether  or  not  such 
individual's  disability  has  ceased  or  until  the  Secretary  believes  that 
such  disability  has  not  ceased.  In  the  case  of  any  individual  whose  dis- 
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ability  is  subject  to  determination  under  an  agreement  with  a  State 
under  section  221(b),  the  Secretary  shall  promptly  notify  the  appro- 
priate State  of  his  action  under  this  [section]  subsection  and  shall  re- 
quest a  prompt  determination  of  whether  such  individual's  disability 
has  ceased.  For  purposes  of  this  [section]  subsection,  the  term  "dis- 
ability" has  the  meaning  assigned  to  such  term  in  section  223(d). 
Whenever  the  benefits  of  an  individual  entitled  to  a  disability  insur- 
ance benefit  are  suspended  for  any  month,  the  benefits  of  any  individual 
entitled  thereto  under  subsection  (b),  (c),  or  (d)  of  section  202,  on 
the  basis  of  the  wages  and  self -employment  income  of  such  individual, 
shall  be  suspended  for  such  month.  The  first  sentence  of  this  [section] 
subsection  shall  not  apply  to  any  child  entitled  to  benefits  under  sec- 
tion 202(d),  if  he  has  attained  the  age  of  18  but  has  not  attained 
the  age  of  22,  for  any  month  during  which  he  is  a  full-time  student 
(as  defined  and  determined  under  section  202(d) ). 

(b)  Notwithstanding  any  other  provision  of  this  title,  payment  to 
an  individual  of  benefits  based  on  disability  (as  described  in  the  first 
sentence  of  subsection  (a))  shall  not  be  terminated  or  suspended  be- 
cause the  physical  or  mental  impairment  on  which  the  individuals  en- 
titlement to  such  benefits  is  based  has  or  may  have  ceased  if — 

(1 )  such  individual  is  participating  in  an  approved  vocational 
rehabilitation  program  under  a  State  plan  approved  wider  title 
I  of  the  Rehabilitation  Act  of  1973,  and 

(2)  the  Commissioner  of  Social  Security  determines  that  the 
completion  of  such  program,  or  its  continuation  for  a  specified 
period  of  time,  will  increase  the  likelihood  that  such  individual 
may  (following  his  participation  in  such  program)  be  perma- 
nently removed  from  the  disability  benefit  rolls. 

entitlement  to  hospital  insurance  benefits 

Sec.  226. 

(a)  *  *  * 

(b)  Every  individual  who — 

(1)  has  not  attained  age  65,  and 

(2)  (A)  is  entitled  to,  and  has  for  24  [consecutive]  calendar 
months  have  been  entitled  to,  (i)  disability  insurance  benfits  under 
section  223  or  (ii)  child's  insurance  benefits  under  section  202(d) 
by  reason  of  a  disability  (as  defined  in  section  223(d))  or  (iii) 
widow's  insurance  benefits  under  section  202(e)  or  widower's  in- 
surance benfits  under  section  202(f)  by  reason  of  a  disability 
(as  defined  in  section  223(d) ),  or  (B)  is,  and  has  been  for  not  less 
than  24  [consecutive]  months  a  disabled  qualified  railroad  retire- 
ment beneficiary,  within  the  meaning  of  section  7(d)  of  the  Kail- 
road  Eetirement  Act  of  1974, 

shall  be  entitled  to  hospital  insurance  benefits  under  Part  A  of  title 
XVIII  for  each  month  beginning  with  the  later  of  (I)  July  1973  or 
(II)  the  twenty-fifth  [consecutive]  month  of  his  entitlement  or  status 
as  a  qualified  railroad  retirement  beneficiary  described  in  paragraph 
(2),  and  ending  (subject  to  the  last  sentence  of  this  subsection)  with 
the  month  following  the  month  in  which  notice  of  termination  of  such 
entitlement  to  benefits  or  status  as  a  qualified  railroad  retirement  bene- 
ficiary described  in  paragraph  (2)  is  mailed  to  him,  or  if  earlier,  with 
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the  month  before  the  month  in  which  he  attains  age  65.  For  purposes 
of  this  subsection*  an  individual  who  has  had  a  period  of  trial  work 
which  ended  as  provided  in  section  222(c)  (4-)  (A),  and  whose  entitle- 
ment to  benefits  or  status  as  a  qualified  railroad  retirement  beneficiary 
as  described  in  paragraph  (2)  has  subsequently  terminated,  shall  be 
deemed  to  be  entitled  to  sueh  benefits  or  to  occupy  such  status  (not- 
withstandin-g  the  termination  of  such  entitlement  or  status)  for  the 
period  of  consecutive  months  throughout  all  of  which  the  physical  or 
mental  impairment,  on  which  such  entitlement  or  status  was  based, 
continues,  but  not  in  excess  of  24  such  months. 

(/)  For  purposes  of  subsection  (b)  (and  for  purposes  of  section 
1837(g)(1)  of  this  Act  and  section  7(d)(2)(H)  of  the  'Railroad 
Retirement  Act  of  1974),  the  %4  months  for  which  an  individual  has 
to  have  been  entitled  to  specified  monthly  benefits  on  the  basis  of  dis- 
ability in  order  to  become  entitled  to  hospital  insurance  benefits  on  such 
basis  effective  with  any  particular  month  {or  to  be  deemed  to  have 
enrolled  in  the  supplementary  medical  insurance  program,  on  the 
basis  of  such  entitlement,  by  reason  of  section  1837(f)),  where  such 
individual  had  been  entitled  to  specified  monthly  benefits  of  the  same 
type  during  a  previous  period  which  terminated — 

(1)  mere  than  60  months  before  that  particular  month  in  any 
case  where  such  monthly  benefits  were  of  the  type  specified  in 
clause  (A)  (i)  or  (B)  of  subsection  (b)  (2).  or 

(2)  more  than  8Jf  months  before  that  particular  month  in  a/ny 
case  where  such  monthly  benefits  were  of  the  type  specified  in 
clause  (A)  (ii)  or  (A)  (in)  of  such  subsection. 

shall  not  include  any  month  which  occurred  during  such  previous 
period. 

(9)  For  entitlement  to  hospital  insurance  benefits  in  the  case 
of  certain  uninsured  individuals,  see  section  103  of  the  Social  Security 
Amendments  of  1965. 

*  *  *  *  *  *  * 

TITLE  XYTII — HEALTH  IXSUKAXCE  FOR  THE  AGED 
AXD  DISABLED 

*  #  #  *  *  *  * 

Part  A — Hospital  Ixsuraxce  Benefits  for  the  Aged  axd  Disabled 

DESCRIPTION  OF  PROGEAZSI 

Sec.  1811.  The  insurance  program  for  which  entitlement  is  estab- 
lished by  sections  226  and  226A  provides  basic  protection  against  the 
costs  of  hospital  and  related  post-hospital  services  in  accordance  with 
this  part  for  (1)  individuals  who  are  age  65  or  over  and  are  entitled  to 
retirement  benefits  under  title  II  of  this  Act  or  under  the  railroad  re- 
tirement system;  (2)  individuals  under  age  65  who  have  been  entitled 
for  not  less  than  24  [consecutive]  months  to  benefits  under  title  II  of 
this  Act  or  under  the  railroad  retirement  system  on  the  basis  of  a 
disability;  and  (3)  certain  individuals  who  do  not  meet  the  conditions 
specified  in  either  clause  (1)  or  (2)  but  who  are  medically  determined 
to  have  end  stage  renal  disease. 

*  *  *  *  *  *  * 
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Part  B — Supplementary  Medical  Insurance  Benefits  for  the 
Aged  and  Disabled 

*  *  *  #  *  *  * 

ENROLLMENT  PERIODS 

Sec.  1837.  (a)  *  *  * 

*  *  *  *  *  #  * 

(g)  All  of  the  provisions  of  this  section  shall  apply  to  indiviuals 
satisfying  subsection  (f ) ,  except  that — 

(1)  in  the  case  of  an  individual  who  satisfies  subsection  (f)  by 
reason  of  entitlement  to  disability  insurance  benefits  described  in 
section  226(a)(2)(B),  his  initial  enrollment  period  shall  begin 
on  the  first  day  of  the  later  of  (A)  April  1973  or  (B)  the  third 
month  before  the  25th  [consecutive]  month  of  such  entitlement, 
and  shall  reoccur  with  each  continuous  period  of  eligibility  (as 
defined  in  section  1839(e))  and  upon  attainment  of  age  65; 

(2)  (A)  in  the  case  of  an  individual  who  is  entitled  to  monthly 
benefits  under  section  202  or  223  on  the  first  day  of  his  initial 
enrollment  period  or  becomes  entitled  to  monthly  benefits  under 
section  202  during  the  first  3  months  of  such  period,  his  enroll- 
ment shall  be  deemed  to  have  occurred  in  the  third  month  of  his 
initial  enrollment  period,  and 

(B)  in  the  case  of  an  individual  who  is  not  entitled  to  benefits 
under  section  202  on  the  first  day  of  his  initial  enrollment  period 
and  does  not  become  so  entitled  during  the  first  3  months  of  such 
period,  his  enrollment  shall  be  deemed  to  have  occurred  in  the 
month  in  which  he  files  the  application  establishing  his  entitle- 
ment to  hospital  insurance  benefits  provided  such  filing  occurs 
during  the  last  4  months  of  his  initial  enrollment  period ;  and 

(3)  in  the  case  of  an  individual  who  would  otherwise  satisfy 
subsection  (f )  but  does  not  establish  his  entitlement  to  hospital 
insurance  benefits  until  after  the  last  day  of  his  initial  enrollment 
period  (as  defined  in  subsection  (d)  of  this  section),  his  enroll- 
ment shall  be  deemed  to  have  occurred  on  the  first  day  of  the 
earlier  of  the  then  current  or  immediately  succeeding  general 
enrollment  period  (as  defined  in  subsection  (e)  of  this  section). 

*  *  *  *  *  *  * 


Section  7  of  the  Railroad  Retirement  Act 
powers  and  duties  of  the  board 

Sec.  7  (a)  *  *  * 
******* 

(d)  (1)  The  Board  shall,  for  purposes  of  this  subsection,  have  the 
same  authority  to  determine  the  rights  of  individuals  described  in  sub- 
division (2)  to  have  payments  made  on  their  behalf  for  hospital  insur- 
ance benefits  consisting  of  inpatient  hospital  services,  posthospital 
extended  care  services,  posthospital  home  health  services,  and  out- 
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patient  hospital  diagnostic  services  (all  hereinafter  referred  to  as 
"services")  under  section  226.  and  parts  A  and  0  of  title  XVIII.  of  the 
Social  Security  Act  as  the  Secretary  of  Health.  Education,  and  Wel- 
fare has  under  such  section  and  such  pans  with  respect  to  individuals 
to  whom  such  sections  and  such  parts  apply.  For  purposes  of  section  5. 
a  determination  with  respect  to  the  lights  of  an  individual  under  this 
subsection  shall,  except  in  the  case  of  a  provider  of  services,  be  con- 
sidered to  be  a  decision  with  respect  to  an  annuity. 

(2)  Except  as  otherwise  provided  in  this  subsection,  every  person 
who — 

(i)  has  attained  age  65  and  (A)  is  entitled  to  an  annuity  under 
this  Act  or  (B)  would  be  entitled  to  such  an  annuity  had  he 
ceased  compensated  service  and.  in  the  case  of  a  spouse,  had  such 
spouse "s  husband  or  wife  ceased  compensated  service :  or 

(ii)  has  not  attained  age  65  and  |  A)  has  been  entitled  to  an 
annuity  under  section  2  of  this  Act.  or  under  the  Railroad  Retire- 
ment Act  of  1937  and  section  2  of  this  Act.  or  could  have  been 
includible  in  the  computation  of  an  annuity  under  section  3(f)  (3) 
of  this  Act.  for  not  less  than  24  [consecutive]  months  and  (B) 
could  have  been  entitled  for  24  [consecutive]  calendar  months, 
and  could  currently  be  entitled,  to  monthly  insurance  benefits 
under  section  223  of  the  Social  Security  Act  or  under  section  202 
of  that  Act  on  the  basis  of  disability  if  service  as  an  employee 
after  December  31.  1936.  had  been  included  in  the  term  "employ- 
ment" as  denned  in  that  Act  and  if  an  application  for  disability 
benefits  had  been  filed. 

shall  be  certified  to  the  Secretary  of  Health.  Education,  and  "Welfare 
as  a  qualified  railroad  retirement  beneficiary  under  section  226  of  the 
Social  Security  Act. 

******* 


VII.  Additional  Views,  of  Hon.  Sam  M.  Gibbons,  Richard  A.  Gep- 
hardt, Cec  Heftel,  Bill  Frenzel,  Jim  Martin,  and  John  H.  Rous- 
selot  to  H.R.  3236,  The  Disability  Insurance  Amendments  of 
1979 

When  H.R.  3236,  the  Disability  Insurance  Amendments  of  1979,  was 
considered  in  the  Committee  on  Ways  and  Means,  I  offered  a  simple 
amendment  to  section  2  that  would  limit  total  disability  insurance 
(DI)  family  benefits  for  future  beneficiaries  to  130  percent  of  a 
worker's  insurance  amount.  We  believe  this  is  a  level  at  which  a 
worker  and  his  or  her  family  would  be  adequately  protected  during 
the  period  of  disability  while  still  providing  that  worker  an  incentive 
to  return  to  work  at  his  or  her  normal  (higher)  rate  of  pay.  The 
committee  bill  would  limit  this  to  150  percent  of  a  worker's  insurance 
amount. 

Under  the  committee  bill,  a  worker  who  becomes  disabled  under  the 
Social  Security  System  is  entitled  to  benefits  which  are  computed  on 
the  basis  of  the  smaller  of  the  worker's  average  indexed  monthly  earn- 
ings (AIME)  or  the  worker's  primary  benefits  (PIA),  that  is  the 
insurance  amount.  My  amendment  would  place  the  limit  at  the  smaller 
of  80  percent  of  a  worker's  AIME  or  130  percent  of  the  worker's  PIA 
(80/130).  The  Subcommittee  on  Social  Security  proposed  instead  a 
total  DI  family  benefit  limit  of  80/150.  Unfortunately,  we  fell  2  votes 
short  when  the  amendment  was  considered  and  defeated  by  a  vote  of 
14  yeas  to  16  nays.  It  is  obvious  that  the  committee  is  fairly  well  split 
on  this  issue  and  that  is  why  the  undersigned  Members  offer  these 
additional  views. 

Liberal  disability  benefits  induce  both  an  increase  in  the  number  of 
cases  approved  and  the  prolongation  of  disability.  From  a  social  and 
humanistic  point  of  view,  we  are  presented  with  a  dilemma,  namely, 
how  we  can  provide  adequate  benefits  to  those  unfortunate  individuals 
who  become  and  remain  truly  disabled,  without  removing  or  greatly 
reducing  the  incentive  to  overcome  the  disability  and  return  to  work. 
From  a  taxpayer's  point  of  view,  rising  payroll  taxes  are  and  have 
been  necessary  to  keep  solvent  the  troubled  disability  insurance  sys- 
tem, which  includes  excessive  disability  benefits  for  high-income  fami- 
lies, particularly  two-earner  families. 

For  example,  if  a  man  and  his  wife  with  one  child  each  earn  $12,000, 
their  net  income  is  $16,600.  If  one  of  them  should  become  disabled 
and  one  continues  to  work,  under  current  law  their  net  income  will  be 
$16,700.  The  committee  bill  would  not  change  that  result.  Thus,  there  is 
an  economic  disincentive  not  to  return  to  work.  I  think  this  result 
should  be  changed  if  our  disability  insurance  system  is  going  to  sur- 
vive. My  sense  of  justice  requires  that  when  disabled  workers  return  to 
work,  their  family  income  should  increase.  Accordingly,  my  amend- 
ment to  change  the  earnings  replacement  ratio  to  80/130  would  pro- 
vide this  couple  with  $15,700  net  income,  or  an  economic  incentive  to 
return  to  work  of  $1,000. 
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As  table  I  of  the  following  tables  indicates,  our  amendment  would 
provide  greater  economic  incentives  to  disabiltiy  recipients  at  all  wage 
levels  above  $5,000.  Its  primary  effect  would  be  on  high  income  fami- 
lies. A  person  earning  $5,750  would  lose  $4.43  per  year  or  $8.53  per 
week  relative  to  the  committee  bill;  a  person  earning  $16,000  would 
lose  $1,232  per  year  or  $23.70  per  week.  For  maledisabled  workers  in 
two-earner  families,  the  percent  of  workers  with  over  90  percent  re- 
placement rates  would  be  reduced  to  35  percent  from  67  percent  of  all 
present  DI  beneficiaries.  See  table  II.  Many  of  these  workers  have 
spouses  who  can  work.  Furthermore,  while  the  amendment  only  affects 
families  with  children,  the  proposal  does  not  eliminate  dependents 
benefits.  Lower  income  workers  who  become  disabled  many  still  receive 
support  from  SSI,  AFDC,  food  stamps,  school  lunch  and  other  child 
nutrition  programs,  housing  programs,  education  porgrams,  medicare, 
medicaid,  the  medically  needy  program,  worker's  compensation,  veter- 
ans benefits,  black  lung  benefits,  and  civil  service  to  name  a  few. 

The  point  is,  all  of  the  income  maintenance  concerns  of  low  income 
workers  should  not  be  solved  by  social  insurance  programs  like  DI. 
We  should  not  set  DI  benefit  levels  as  if  this  was  the  family's  only 
means  of  support.  Social  security  was  never  intended  by  either  liberals 
or  conservatives  to  provide  over  80,  90,  or  even  over  100  percent  of  pre- 
disability  benefits.  But  as  table  IV  indicates,  under  current  law  some 
two-earner  families  may  stand  to  make  more  drawing  disability  than 
they  did  before  becoming  disabled  or  would  after  they  return  to  work. 
Unfortunately,  the  committee  bill  allows  this  to  continue  in  some 
instances. 

We  submit  that  the  proposed  amendment  solves  the  social  and  hu- 
manistic dilemma  faced  by  those  of  us  who  are  concerned  about  the 
DI  system.  It  also  goes  further  than  the  committee's  bill  in  answering 
the  taxpayer's  legitimate  complaint  that  the  payroll  tax  rates  have 
risen  too  high  and  must  be  rolled  back. 

It  is  estimated  by  both  Social  Security  actuaries  and  the  Con- 
gressional Budget  Office  that  utilizing  an  80/130  formula  would  save 
an  additional  430  million  per  year  by  1984  relative  to  the  committee 
bill.  In  the  4-year  period  from  1981  to  1984,  we  could  save  $1  to  $1.2 
billion.  Such  savings  help  to  balance  the  Federal  budget.  They  can 
also  be  passed  on  to  high-  anl  low-income  workers  in  terms  of  greater 
rollback  in  the  payroll  tax  rate  when  social  security /DI  financing  is 
considered  late  this  year  or  early  next  year. 

Time  may  be  running  out  on  the  disability  insurance  system  and 
our  taxpayer's  willingness  to  support  it.  We  think  the  time  for  decision 
is  now. 

Respectfully  submitted. 

Sam  M.  Gibbons. 

Richard  A.  Gephardt. 

Cec  Heftel. 

Bill  Frenzel. 

Jim  Martin. 

John  H.  Rousselot. 
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TABLE  I.— IMPACT  OF  BENEFIT  LIMIT  PROPOSALS  AT  VARIOUS  BENEFICIARY  LEVELS 
[Benefit  amount— disabled  worker  and  2  dependents,  1980] 


Annual  indexed 
earnings 


Current  law 


80  percent  of 
AIME  administra- 
tion proposal 
(H.R.  2854) 


80  percent  of 
AIME  or  150 
percent  of  PIA 
(H.R.  3236) 


80  percent  of 
AIME  or  130 
percent  of  PIA 


Amount  of  reduc- 
tion relative  to 
committee  bill 


1,  750  2,  363  1,  576 

4,  250  4,  077  3,  400 

5,  750  5,  039  4,  600 
7,  500  6,  560  6,  000 
9,  250  8,  084  7,  400 

10,  900  8,  795  8,  720 

12,  650  9,  546  9,  546 

14,  250  10,  309  10,  309 

16,  000  10,  776  10,  776 


1, 576  1, 576  0 

3, 400  3, 400  0 

4, 600  4, 157  44  3 

5,636  4,884     ■     .  75  2 

6, 476  5, 613  86  3 

7, 268  6, 299  96  9 

8, 109  7,  028  1,  08  1 

8,845  7,666  1,17  9 

9,238  8,006  1,232 


TABLE  II.— ESTIMATED  DISTRIBUTION  OF  DISABLED  WORKERS  WITH  DEPENDENTS'  BENEFITS  BY  RATIO  OF  POST- 
DISABILITY  INCOME  TO  PREDISABILITY  DISPOSABLE  INCOME  UNDER  VARIOUS  PROPOSALS 


Estimated  Postdisability  disposable  income  as  a  percent  of  pre- 
number  of  disability  disposable  income 1 

Dl  awards  

(thousands)      Below  90      90  to  100    Above  100  Total 


Male  Disabled  Worker,  2-earner  family   54. 9 

Current  law  

Committee  bill  

80/150  

Male  disabled  worker,  1-earner  family   55. 5 

Current  law  

Committee  bill  

80/150  

Female  disabled  worker,  2-earner  family   25. 5 

Current  law  

Committee  bill  .  

80/150   


4 

32 

64 

100 

33 

46 

22 

100 

65 

25 

10 

100 

21 

65 

14 

100 

74 

17 

8 

100 

78 

14 

8 

100 

0 

6 

94 

100 

2 

32 

66 

100 

8 

40 

52 

100 

1  Predisability  disposable  income  is  the  sum  of  average  wage  indexed  earnings  of  worker  (since  1951  or  age  21),  earn- 
ings of  spouse  preceding  disability  and  property  income  preceding  disability,  less  estimated  taxes  and  work  expenses. 
Estimate  of  income  maintenance  payments  was  added  to  obtain  total  disposable  income. 

Postdisability  income  is  the  sum  of  spouse  earnings  after  disability  and  estimated  property  income,  less  estimated 
taxes  and  work  expenses.  Estimate  of  means-tested  income  maintenance  payments  was  added  to  obtain  total  disposable 
income.  Payments  from  private  or  governmental  pensions,  veterans'  benefits,  and  workmen's  compensation  are  not  in- 
cluded. Post  and  predisability  income  were  both  indexed  to  same  year  for  calculating  ratios. 

Source:  Based  on  sample  Dl  awards  between  1973  and  1976  merged  with  longitudinal  earners  histories  and  SSA  and 
census  data  on  worker  characteristics  and  income  sources. 


Table  III. — Examples  of  economic  incentives  to  return  to  work 


Example  1 — Man,  wife  each  earning  $12,000 — with  1  child  : 

Net  income  prior  to  disability   $16,  600 

Net  income  if  one  becomes  disabled  and  one  continues  to  work   16,  700 

Net  income  under  subcommittee  bill   16,  700 

Economic  incentive  to  return  to  former  job   —100 

Economic  incentive  to  take  a  job  earning  $6,000  a  year   —3,  300 

Net  income  under  80/130   15,700 

Economic  incentive  to  return  to  former  job   1,  000 

Example  2— Man  earning  $12,000,  wife  earning  $6,000— with  2  children : 

Net  income  prior  to  disability   $13,  400 

Net  income  if  male  becomes  disabled,  female  continues  to  work 

( current  law )   14,  200 

Net  income  under  subcommittee  bill   12,  800 

Economic  incentive  to  return  to  work   600 

Net  income  under  80/130   11,  900 

Economic  incentive  to  return  to  work   1,  500 

Example  3 — One  earner,  spouse  and  child  where  earner  earns  $10,000 : 

Net  income  prior  to  disability   $8,  000 

Net  income  when  earner  becomes  disabled  (current  law)   7,  900 

Net  income  under  subcommittee  bill   6,  500 

Economic  incentive  to  return  to  work   1,  500 

Net  income  under  80/130   5,  600 

Economic  incentive  to  return  to  work   2,  200 
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TABLE  IV— POSTDISABILITY  DISPOSABLE  INCOME  AS  A  PERCENT  OF  P RED! SA B I LtTY  DISPOSABLE  INCOME  UNDER 
VARIOUS  WAYS  OF  LIMITING  FAMILY  BENEFITS  FOR  DISABLED  WORKER  BENEFICIARIES  WITH  DEPENDENTS 


Current  law 

80  percent  of          80  percent  o  f 
Al ME  150  percent     Al ME/130  percen  t 
ofPIA                  of  PI  A 

Male  disabled  worker  family: 

2  earner  

94 

103 

85 
93 

78 
87 

Average  

98 

89 

83 

Female  disabled  worker  family: 

1  earner  

2  earner.   

96 
109 

93 
101 

91 
99 

Average   

104 

98 

96 

Source:  CBO  simulation  of  persons  awarded  benefits  in  19 

80  based  on  a  sample  of  awards  from  1973-76. 

TABLE  V.— IMPACT  OF  BENEFIT  LIMIT  PROPOSALS  AT  VARIOUS  EARNINGS  LEVELS  INCLUDING  WELFARE 1 

Predisability  Postdisability  disposable  income 

disposable 


Earnings  income  Current  law  H.R  3236  80/130 

$2,000    $3,423  $6,048  $6,048  $6,048 

$4,000     4,884  6,048  6,048  6,048 

$6,000   —  5,923  5,588  5,276  4,865 

$8,000  —  —  6,666  6,734  5,945  5,426 

$10,000    _   7,966  7,931  6,493  5,986 


i  Welfare  programs  included  in  this  analysis  are  AFDC,  SSI,  and  food  stamps. 


VIII.  Supplemental  Views  of  Hon.  Richard  A.  Gephardt  axd  Hox. 
Cec  Heftel  on  H.R.  3236,  the  Disability  Insurance  Amendments 
of  1979 

While  we  are  very  supportive  of  the  basic  provisions  of  H.R.  3236 
to  reduce  program  costs  and  improve  work  incentives  for  beneficiaries, 
there  is  one  area  of  improvement  which  has  not  been  included  in  the 
bill.  Briefings  on  H.R.  3236  for  members  of  the  House  Ways  and  Means 
Committee  brought  to  light  the  fact  that  disability  insurance  was  pro- 
vided on  the  basis  of  not  just  medical  disability  but  also  utilizing  voca- 
tional factors  such  as  age,  education  and  work  experience.  This  pro- 
duces higher  costs  for  the  program  and  greater  ambiguity  in  deter- 
mining who  should  become  a  beneficiary.  We  will  be  undermining  the 
credibility  and  financial  stability  of  the  system  if  we  provide  benefits 
at  levels  for  which  the  people  or  government  are  unwilling  to  pay. 

A  great  step  forward  can  be  made  in  terms  of  fiscal  responsibility 
by  using  only  medical  factors  for  determining  disability  for  insurance 
applicants  under  55  years  of  age,  while  continuing  to  use  medical  and 
vocational  factors  for  persons  55  years  of  age  and  over.  This  proposed 
amendment  would  only  affect  cases  occurring  in  the  future  and  would 
have  no  impact  on  cases  which  have  been  decided  in  the  past.  For  in- 
dividuals under  55  who  would  be  denied  disability  benefits  because 
medical  evidence  was  insufficient,  existing  social  programs  would  be 
available  to  provide  assistance.  WThen  offered  during  full  committee 
markup,  this  amendment  failed  by  just  one  vote  (13  nays  to  12  ayes). 
There  is  obvious  committee  support  for  this  proposal  and  it  will  be 
offered  again  on  the  House  floor. 

The  amendment  would  result  in  savings  to  the  system  in  excess  of 
$500  million  per  year  by  1984.  That  sum  becomes  significant  as  a  part 
of  an  overall  effort  to  make  social  security  once  again  solvent.  The 
administration  of  the  disability  program  would  be  further  streamlined 
by  the  reduction  in  the  number  of  cases  in  which  vocational  factors 
must  be  considered.  Currently,  a  disproportionate  percentage  of  cases 
reaching  the  hearings  and  appeals  stages  involve  the  consideration  of 
vocational  factors.  New  benefit  awards  could  be  expected  to  be  cut  by 
approximately  5  percent  with  this  change. 

The  trend  in  recent  years  toward  less  reliance  on  vocational  factors 
has  been  encouraging,  but  the  proposed  amendment  is  necessary  to  as- 
sure that  benefits  awarded  be  appropriate  under  the  original  intent  of 
the  disability  program.  In  conclusion,  we  hope  to  take  every  step  possi- 
ble toward  restoring  confidence  in  the  stability  and  credibility  of  the 
Social  Security  system. 

Respectifully  submitted. 

Richard  A.  Gephardt. 
Cec  Heftel. 
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